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IBM 
OFFERS TO UTILITIE 


Electric Punched Card Accounting Machine 











Time Recording, 
Indicating and Signaling Systems 


Electromatic Typewriters 


It is IBM’s constant aim to furnish utilities with the finest, most modera 
business machines. Today, IBM equipment, improved and perfected 
through extensive research in IBM’s laboratories is again available to 
utilities of all types and sizes. 


IBM ELECTRIC PUNCHED CARD ACCOUNTING MACHINES speed up 
management reports to the advantage of all departments. This service 
can be obtained either through machines installed in your own offices 
or on a time or contract basis in IBM Service Bureaus. 


IBM TIME RECORDING, INDICATING, AND SIGNALING SYSTEMS supply 
accurate, legible records of the time each employee spends on each job 
as well as daily and weekly attendance time records; furnish the correct 
time for all operations; and signal clearly the starting and stopping 
times of each work period. 


IBM ELECTROMATIC TYPEWRITERS, completely electric in operation, 
enable typists to produce more letters with less effort, as well as, at one 
typing, extremely large numbers of legible carbon copies. Specially- 
designed type gives written thoughts their most distinguished appearance. 





INTERNATIONAL BUSINESS MACHINES CORPORATION 
World Headquarters Building, 590 Madison Avenue, New York 22, N. Y. 


























September 12, 1946 Public Utilities Fortnightly 





[BARBER Conversion Burners 
Get the Most from 
The Present Equipment 


Why use a gas flame to heat a refractory, to heat in turn a fire-pot 
—when you can heat the fire-pot DIRECT with a Barber Conversion 
Burner? Barber's controlled flame action scores a direct hit on the 


combustion chamber the first time, without any intermediate ele- 

ments, and the flame thoroughly “scrubs” all heating surfaces. Bar- 

ber patented air-activated jets produce the hottest known flame 

(1900°) on natural atmospheric pressure. That means efficiency—the most from 
equipment, the most from the fuel. 


arber Conversion units, round or square, are made for all types of furnaces, 
siso steam or hot water boilers, in a wide range of sizes and are further ad- 
stable so that they correctly fit the existing equipment. When the owner 
already has automatic con- 

ols, these are usually 
ndaptable to a Barber in- 

allation. Get the conver- 

ion burner that's custom- 

ilt to suit the job—a gen- 

Barber. No. 324-B Barber Burner 


@ We are gas burner specialists, 
and offer you our engineering and 
plant facilities for the develop- 
ment and manufacture of burner 
units for your specific purposes. 
Write for alog illustrating and 
listing many types of Burners 
for Appliances, Gas Conversion 
Burners for Furnaces and Boilers, 
Regulators, etc. y No. 104-B 
Barber Burner 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


3ARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Takes a let of 
your work out of 
cutting pipe...this 


* wont savin oe 


THE RIDGE TOOL COMPANY «+ ELYRIA, OHIO, U.S.A. 


A at 


Regular Heavy- 
Duy RiERIo 


Cutters in § sizes. 


® Good reasons why this 4- 
wheel RIGID pipe cutter 
is such a favorite every- 
where. It cuts pipe fast and 
clean with least effort. De- 
signed with short handle to 
work in tight quarters, it 
cuts quickly even where you 
have room only for a quarter 
turn. Special malleable body 
assures alignment, it al- 
ways cuts true—every cut- 
ter factory - tested. You'll 
like this efficient worksaver 
RIZAID — ask for No. 42 
(Y” to 2”) or No. 44 (24%4” 
to 4”) at your Supply House. 


TOOLS 
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1 geri after this issue has been dis- 
tributed, the members and delegates 
of the American Transit Association will 


be gathering for their annual meeting 


at the Palmer House in Chicago, Septem- 
ber 16th and 17th. We wish the conven- 
tion success in its deliberations, for we 
know that it is meeting in a period of 
extraordinary flux in the entire field of 
mass transportation. 


IT is now possible for the first time to 
commute by air between Manhattan and 
Long island suburban communities—the 
New York city terminus being a barge in 
the East river at the foot of 23rd street. 
One is thus able to combine within a 
single short trip from one’s office in 
downtown New York to the seaside com- 
munity of Southampton, passage by sub- 
way, streetcar, or bus; water, air, and 
taxicab (from the Long island airport). 
While this is hardly typical of commut- 
ing practice, it symbolizes, in a way, the 





ROBERT C. SIMPSON 
SEPT, 12, 1946 





HENRY EARLE RIGGS 


complications which are going to come lo 
all branches of the transportation indus- 
try with the introduction of air travel and 
the increasing public appetite for more 
speed. 


PARADOXICALLY, the public desire for 
more speed has come into conflict with 
the public desire for more new auto 
mobiles, in many of our metropolitan 
cities. Street parking of automobiles in 
downtown Baltimore, which is more typi 
cal than airplane commuting in New 
York city, has reached the point where 
the usual good nature of the Baltimore 
citizenry has evaporated in a stew over 
the snail-like pace of all traffic through 
the Monumental city. 


fa es 


ITY officials in many places are frank 

to admit that, with the situation so 

bad under present conditions of restricted 
automobile registration, they just don’t 
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BALDWIN 
HYDRAULIC TURBINES 
AVY SIZE —ALL TYPES 


WHERE HEADS ARE HIGH 
->» OR WATER ABRASIVE 





There's no better example of how completely the Baldwin line of turbines meets every need, 
than the Pelton (Impulse type) turbine. Sizes range from a runner that can be held in the hand, 
up to any diameter permitted by transportation facilities. 

Baldwin Pelton Turbines are recommended for high heads, abrasive water conditions, or low- 
head, small horsepower installations. A Baldwin Pelton turbine is operating under the highest 
head in the western hemisphere for this type . . . 2562 feet. 

In planning any new development, an excellent first step is a conference with a Baldwin engi- 
neer, to determine the type and size of turbine that will serve you most economically. May we 


work with you? 


‘ THE BALDWIN LOCOMOTIVE WORKS 
PHILADELPHIA, PA., U.S. A. 


1. P. MORRIS DEPARTMENT, EDDYSTONE, PA. © THE PELTON WATER WHEL CO., SAN FRANCISCO, CALIF. 








8 PAGES WITH THE EDITORS (Continued) 


know what will happen when new car 
production picks up to the point of selling 
automobiles to everyone who wants to 
buy one. Most of our cities have grown 
during the war, but the downtown arteries 
which must carry the increased traffic 
load are still the same size, with little hope 
of improvement. The American Transit 
Association probably will develop, at its 
forthcoming convention, some of its 
usual smart thinking and planning on the 
subject of battling the creeping paralysis 
which is afflicting our city traffic. 


More mass transportation, more limi- 
tation of private automobile parking are 
the obvious and sane solutions which will 
not cost the taxpayer nearly as much as 
expensive arcading, street widening, and 
other patchwork attempts to squeeze 
more traffic through the same channel. 


a i: st 


+ be this issue we introduce the first in- 
stalment of a series of articles on the 
troublesome problem of depreciation by 
one of the nation’s outstanding authori- 
ties on utility valuation. He is Dr. HENRY 


Earte Riccs, professor emeritus of the 
University of Michigan. Born in Law- 
rence, Kansas, in 1865, Dr. Riccs gradu- 
ated from the University of Kansas (AB, 
’86). Dr. Riccs later took degrees of 
civil engineering and doctor of engineers 
at the University of Michigan, where he 
taught from 1912 to the year of his re- 


J. RHOADS FOSTER 
SEPT. 12, 1946 


tirement in 1932. During that time Dr. 
Riccs had become head of the engineer- 
ing school at the Ann Arbor institution. 
His interest and activity in engineering 
professional groups are almost too nu- 
merous to mention. He was at one time 
president of the Michigan Engineering 
Society and has since his retirement from 
active teaching engaged in consultation 
work in Chicago. 


* * * * 


NOTHER faculty member is a contribu- 
tor to this issue. He is Dr. J. 
Ruoaps Foster, whose article on the 
New Jersey rate plan begins on page 352. 
Born in Missouri in 1906, he was edu- 
cated at the University of Missouri, 
Columbia University, and New York 
University, taking his PhD in the first 
named institution in 1933. In that year he 
became assistant rate engineer with the 
Consolidated Edison Company and from 
1937 to 1942 he was an economist for the 
New Jersey Board of Public Utilities 
Commissioners. He is at present teach- 
ing public utility law and public utility 
economics and administrative procedures 
at the New York University Department 
of Public Utilities and Transportation. 


* * * * 


OBERT C. SIMPSON, whose article on 
labor difficulties in the utility field 
begins on page 345, is the chief industrial 
relations counselor for Gilbert Associ- 
ates, Inc., of New York city. In addition 
to high school, college, and legal educa- 
tion, and military service with the AEF 
during World War I, Mr. Simpson has 
studied the labor problem from the popu- 
lar point of view. He spent summer 
vacations during his student years in 
various factories and mills, and was a 
labor foreman in a steel mill from 1920 
to 1922. Since then his work has been en- 
tirely in the special field of labor rela- 
tions and analysis. He joined his present 
organization in 1941. 


THE next number of this magazine will 
be out September 26th. 


+ 
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materials accounting 


Remington Rand Punched-Card Accounting Methods 
maintain exceptionally efficient records of 
equipment and supplies movement. 


@ Utilizing the accuracy, speed and economy of auto- 
matic punched-card methods, the tremendous volume 
of materials and supplies used in wide-scale public 
utility operation is completely controlled and account- 
ed for in every detail, providing periodic summaries 
and reports of operations by every category desired. 

Such control includes material accounting on Requi- 
sitions (job material orders), Intra-company or de- 
partmental Transfers (from one storeroom to another 
ia a unit company), Inter-company Transfers (from 
te company to another in a multi-company opera- 
ton), Reclamations (return of materials) and Retired 
Property (replaced field equipment). These are writ- 
ten against the following orders, as required: Job 
Orders (work under $500), Construction Orders (work 
over $500), Maintenance Orders (company equipment 
in the field), Shop Orders (work produced in shops), 
“X” Work Orders (Standard construction within the 


company), “Y” Work Orders (standard construction 
work for customers), “T” Work Orders (any tempo- 
rary connections), Engineering Orders (experimental 
work), and Account Orders (equipment replacement 
and retirement work). 

In addition to the control of materials, Remington 
Rand Punched-Card Accounting also offers public 
utilities top efficiency in Payroll preparation, Labor 
Distribution, Consumer Billing and Accounting, and 
many other applications, furnishing analyses and re- 
ports to meet the requirements of both management 
and operational divisions. 

More complete information on the application of 
punched cards to utility operation in its various phases 
may be obtained by writing to our nearest branch or 
to Remington Rand Inc., Tabulating Machines Divi- 
sion, Room 1787, 315 Fourth Avenue, New York 10, 
New York. 


Reminglon Rend 


PUNCHED-CARD ACCOUNTING 


*The HOLE 


a 





MARK of a Method 


. of Accuracy 
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REGISTRATIONS SHOW 





“FORD 
TRUCKS 






LONGER!” 


One big reason— 
FORD AXLES STAND UP! 





ONLY in a Ford Truck will you find all these 
long-life features: your choice of two t 
truck cngiaes, the 100-H.P. V-8 or 90-H.P. 


Six—triple-life Silvaloy V-8 rod bearings— 
Flightlight aluminum alloy, 4-ring pistons— 
efficient air- and oil-filtermg— pressure 


lubrication—heavy channel section frames, 
doubled between springs in heavy duty models 
—semi-centrifugal clutch—big hydraulic 
brakes, with non-warping, score-resistant cast 


IT— OPERATORS KNOW 


LAST @® 


<> 


iT! 


Line Construction Body by 
AMERICAN COACH 
& BODY CO. 
Cleveland, Ohio 








Ford Truck axle shafts carry no weight load, 
because ALL Ford Trucks have %-floating or 
full-floating axles. All weight stresses are carried 
on the axle housing—none on the shafts— 
minimizing shaft breakage. Driving pinion is 
straddle-mounted on 3 large roller bearings, 
maintaining positive mesh with ring gear—no 
destructive springing away under stress. Differ- 
entials have 4 sturdy pinions, even in light 
duty chassis, spreading the load and strain. 





drum faces for maximum life. More than 50 
such long-life features contribute to Ford Truck 
endurance . . . and that endurance is proved 
by the fact that 7 out of 11 of all Ford Frucks 
built since 1928 are still in use. See your Ford 
Dealer and get YOUR order in! 


FORD TRUCKS 


MORE FORD TRUCKS IN USE TODAY THAN ANY OTHER MAKE 














A. H, RASKIN 
Correspondent, The New York 
Times. 


Jack WoLrr 
Personnel development director, 
Celanese Corporation of America. 


Ropert A, TAFT 
U. S. Senator from Ohio. 


Eric JOHNSTON 
President, Motion Picture 
Association. 


Leonarp P. AYRES 
Vice president, Cleveland 
Trust Company. 


W. Aton JoNEs 
President, Cities Service Company. 


Epitror1AL STATEMENT 
The (Washington, D. C.) Evening 
Star. 


WENDELL BERGE 
Assistant Attorney General. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“If we elect the right people and send them to Wash- 
ington to solve our problems we will have production 
beyond our fondest dreams.” 


. 


“If management takes its foremen into the management 
circle and has them participate in the solution of prob- 
lems, they will be disinclined to form or join a union.” 


> 


“It is nothing but hypocrisy to denounce inflation in 
one breath and in the other to advocate every spending 
project and every increase in wages which is demanded.” 


- * 


“The doctrine of production must be made completely 
popular. It must be made the style. The doctrine of arbi- 
tration, give and take, must be accepted as the natural, 
normal thing to do, It, too, must become the style.” 


aa 


“In the long run our national economic welfare depends 
on the volume of production of valuable goods and serv- 
ices. The more we produce the more we shall have to 
divide among ourselves and the larger the share of each 
can be.” 


> 


“Economic laws are discovered, not made, and the 
quicker the government abandons artificial controls the 
quicker will the free play of competitive forces bring 
us increased production and distribution of goods and 
services.” 


ad 


“The vast majority of Americans look forward with 
longing to the day on which, when a strike paralyzes the 
industry and threatens the safety of their country, strong 
government action will follow about as rapidly as thunder 
does lightning.” 

* 


“It is not public government but private government in 
its many variations which seeks to determine who shall 
engage in production, how markets shall be produced, or 
bought, or sold. It has been private economic govern- 
ment that tries to fix arbitrary and rigid prices upon 
peacetime markets.” 


12 
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KINNEAR DOORS 
offer ADDED 
SAVINGS with 
this KINNEAR 
Motor Operator 
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A touch on the button assures “attention-free” opera- 
tion of the KINNEAR Motor Operated Rolling Door 
giving added savings in manpower, in heating and air 
conditioning costs, and in time. The KINNEAR Motor 
Operator is an integral unit. The motor is a specially 
designed high torque output unit utilizing machine 
cut gears and precision bearings. 


OTHER KINNEAR FEATURES INCLUDE: Flexible steel slat curtain that coils out of the way....Kin- 
near’s “tough” all-steel construction stands up under hard night-and-day service. . . . All wall, floor 
and ceiling space around door is always usable... . vy others. For complete information, wr 
today! T KINNEAR MFG. CO. Factories: 2060-80 Fields Avenue, Columbus 16. Ohio; 1742 
Yosemite Avenue, San Francisco 24, California. 


Offices and Agents in Principal Cities. 
ee KINNEAR 
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14 REMARKABLE REMARKS—( Continued) 


"Davip LAWRENCE 
Writing in the New York Sun. 


JosepH H. Bar 
U. S. Senator from Minnesota. 


MicHAeL J. QuILL 
International president, CIO 
Municipal Carmen’s Union. 


STATEMENT 
National Association of Manu- 
facturers. 


EpiTroriAL STATEMENT 
The New York Times. 


Georce E. Soko_sky 
Newspaper columnist. 


Henry Casor Loner, Jr. 
Former U.S. Senator from Massa- 
chusetts. 


WILLIAM A. WARNE 
Assistant commissioner, Bureau 
of Reclamation. - 


“The idea that wage costs can rise but prices cannot is 
the doctrine of those who want to sabotage the private 
enterprise system and encourage state Socialism or Com- 
munism.” 


* 


“The fight against Communism is more difficult because 
liberals always defend the very freedoms which Com 
munists abuse to achieve their end, which is destruction 
of freedom.” 


¥ 


“It must be realized that the national program of the 
CIO calls for a flat $2-a-day increase for all workers 
whether they are working for private management or a 
municipality or state.” 


> 


“There is no such thing as profits before taxes. A busi- 
ness has what may be called net income before taxes, 
but it makes no more sense to speak of profits before 
taxes than it does to speak of profits before wages.” 


. * 


“In its eagerness to endorse the purchasing power 
theory, which insists that higher wages are the key to 
prosperity, the administration has failed to keep in mind 
the impact of wage increases upon costs. Recent price 
increases have demonstrated the fallacy of this line of 
reasoning.” 


¥ 


“Economic laws are not the result either of decrees or 
of acts of legislation. They are a synthesis of the total 
experience of the human race over thousands of years. 
They are laws by common consent because they have 
worked and because it has been human experience that 
when they have been interrupted, impeded, or impaired, 
disaster has always followed.” 


* 


“The socialistic method cannot even approximate the 
dynamic economy as a creator of wealth. Even if it could 
produce even more wealth for more people, it shouldn't. 
The justification for this apparently arbitrary statement 
is this: That when every person works for the govern- 
ment, freedom is gone, democracy is assassinated, and the 
dictator is just around the corner.” , 


¥ 


“The financial feasibility of the entire Missouri river 
basin development largely depends upon anticipated rev- 
enues from sale of power. Two-thirds to three-fourths of 
all reimbursable costs must come from this source. To in- 
sure financial success and to expedite the benefits which 
will accrue to users of power for irrigation, domestic and 
commercial uses, we propose to push the power phases of 
the development as fast as market conditions warrant.” 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 

iving a dependable grip on both con- 

factors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. * 
Also sleeve type terminals, 
screw type, shrink fit, etc. etc. 


S— GS 

Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 


(oleh Eehelon gen: | FITITInGg sS 
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POLES 
TIMBERS 
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“McCORMICK & BAXTER 
CREOSOTING CO 


McCormick & Baxter facilities are 
adjacent to the Douglas Fir region. 
Deep water dockage, rail sidings 
and our own timber assure prompt 
deliveries by water, rail or truck. 
Call on us for figures next time... 
you'll like our way of delivering! 


McCORMICK & BAXTER 
CREOSOTING CO. 


BOARD OF TRADE BLDG.. PORTLAND, OREGON 
485 CALIFORNIA ST... SAN FRANCISCO, CALIF 
TREATING PLANTS 
STOCKTON, CALIFORNIA + PORTLAND, OREGON 
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helps toa healthy fur 


e FOR YOU 
© FOR YOUR COMPANY 
e FOR AMERICA 


THIS TIME IT’S FOR YOU— OFFICIAL APPOINTMENT— 


A booklet for em- 
ployees. Explains 
how the payroll 


The person ap- 
pointed Savings 
Bond Officer for 


his organization 
is entitled to dis- 
play this certifi- 
cate of identification. 


savingsplan 
works . . . goals to 
save for. 


OFFICIAL COMMENDATION— 


A certificate of 
commendation by 
the U. S. Treasury 
for every company 
operating the pay- 
roll savings plan. 
You can display it proudly. 


THE PEACETIME PAYROLL 
SAVINGS PLAN— 


A booklet for key exec- 
utives. Contains helpful 
suggestions on the con- 
duct of your payroll f 
savings plan. 














l; F you're not already using these helps to a healthy future, get in touch 
with your State Director of the Treasury Department Savings Bonds Di- 
vision. Keep up your payroll savings plan. It builds security for alll 


The Treasury Department acknowledges with appreciation the publication of this message by 


Public Utilities Fortnightly 


sed ts an official U. S. Treasury advertisement prepared under the auspices of the 
Treasury Department and Advertising Council 
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| N CRESCENT WIRES AND CABLES 


C nforming to the 1946 National Electrical Code 


GIVE YOU THE FOLLOWING ADVANTAGES 











CRESCENTG) 


CRESCENT INSULATED WIRE & CABLE COMPANY 
TRENTON, N. J. 
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DODGE ANNOUNCES THE 


LARGE 4% x 8’ STEEL BODY BAECHIANICAL GOVERNOR 


| BS Asal \ 













iL SHAFT DRIVE 
pulley macninery 
d implement operations 





I 





a 
DUAL POWER TAKE-OFF 


for winch and tail shaft 


® = HYDRAULIC SHOCK ABSORBER: = 
for maximum riding comfort POWER Wil 
DJUSTABLE DRAW BAR 4-WHEEL DRIVE for tremendous tract AVAILABLE TIRES 
‘ Front easily engaged and fT talelels| te 


or towing ver 


7.50 x 16—8-PLY 
9.00 x 16—8-PLY 


s welding equipment, shot drills Its powerful winch elevates heavy ma- Quarries, mines and gravel pits 
other machinery on oil fields. _ terials in logging and other industries. plenty of uses for its power andt 


ONLY DODGE BUILDS ¢-Aa@™ TRUCKS! 





Hic utilities call it the most 


i's a “FULL SIZE” truck for jobs no other truck can do 


Here’s the truck that needs no roads... 
the new and remarkable Dodge Power- 
Wagon. It’s the kind of truck you’ve 
hoped someone would build some day. 


It’s a full size truck! It has a full size 
body for your loads. It has a full size cab 
for your comfort. It has full size power 
to go places and do things other trucks 
can’t do. 


With four-wheel drive, you can cross 
fields, plow through deep sand or mud, 
cross streams and climb tough, rugged 
hills. 

With dual power take-off, it’s a “‘power- 
house” on wheels. Heavy loads can be 





Six-cylinder, 94-H.P. 
Job-Rated Engine 


Four-wheel Drive (Disengage- 
ment for rear wheel drive). 
Full Floating Front 
and Rear. Axles. 


POWER-WAGON 


Heavy-d double-acti 
Shock en ee 


Transmission—2-speed 


High Traction Tread Tires. 


hoisted or pulled with a front-mounted 
power winch. From pulley-drive and tai 
shaft you can saw wood, grind grain 
and operate a wide variety of machi 
and equipment. 


Like all Dodge trucks, the Power-Wagon 
is Job-Rated . . . engineered and pre 
cision-built to fit the job . .. to save 
money on the job. . . and to last longer 


Chances are that you have a job that the 
Power-Wagon can do betier than an 
other vehicle. See your Dodge dealer 
now. See the Power-Wagon. See what it 
can do for you on your job. 


DODGE DIVISION OF CHRYSLER CORPORATIO 





FEATURES 
Power Take-off + Pe 
Winch- Pulley-Drive 

et Tall Shaft’ Dre 


Bar, Front To 
Hooks, and Pintle 


T MORE s , Truck Sales Dept., Dodge Division 
7928 Joseph Campau Ave., Detroit 11, Michigan 


ORMATION? 


g . 
D Please mail me 
, available literature 
a7 illustrating and 


describing The 
POWER-WAGON. 
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Annval Subscription 
Price 


$43.50 


PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics, 


PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 
dealing with the problems of 
utility regulation. Five vol. 
umes a yeor—$7.50 
Annval Index—$6. 


each. 


PUBLIC UTILITIES 
Fortnightly 

A magazine of current opinion 
and news, conducted as oan 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, anoly- 
ses and explanations of day- 
to-day developments. 


$15 
Twenty-Six 
Issues @ Year 








Cumulative 


DIGEST 


The only complete and authorite- 


tive 

$150 
With Current 
Pocket Parts 


law and Regulation. 
Digest,; kept up-to-date by annval 
‘supplements. 


encyclopedia of Public Service 
A life-time 








P.U.R. EXECUTIVE 
Information 
Service 


A Weekly Letter from the Na- 
tion's Capital,. highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 
minutes. 


Quarterly 








FEDERAL UTILITY REGULATION ANNOTATED 


$25 Qvorterly 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
twice each month. 


Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings « of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gas Act. — Is- 
sved once each month. 


$36 cil 








FEDERAL UTILITY REGULATION ANNOTATED 


Price: $12 


VOL. 1 (SEC) 


A comp of the 

Public Utility Holding Company 

Act, with the Commission's rules 

and regulations, full index and 
. | 


periodical upkeep supp 








VOL. 2 (FPC) 


A P fation of the 
Federal Power Act and the Na- 
tural Ges Act, with the Com- 
mission's rules and regulttions, 
full index and periodical up- 
keep supplements. 





Price:! $12 








P.U.R. 


Question Sheets 
Twenty-Six Issues Annuolly $10 


Ten brief questions on up-to-date 
problems, answered by the commis- 


sions and courts. 


An easy way for a 


busy man to keep informed on current 


utility regulation. 





Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


MUNSEY BUILDING 


PUBLISHERS 


WASHINGTON 4, D. C. 
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a : Jo BE SOUND, rates must compensate for all costs, Sole develop 3 ; 
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. te e loads widely varying in character. Best rate design is based on facts. Only 5 { 
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MERCOID CONTROLS 


TEMPERATURE % PRESSURE & LIQUID LEVEL & ETC. 





~~ 
INDUSTRIAL 


Mercury switches are used exclusively in all Mercoid 
Controls. % They insure more dependable control 
performance, and longer control life. = Write for 
Catalog N2 GOOA, for complete information 


THE MERCOID CORPORATION * 4201: BELMONT AVE. CHICAGO. 41, ILE: 
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id They're fast — amply powered — maneuverable — mobile 
l — versatile — easy to operate — sturdily constructed — 
O in fact they have just those features that enable you to 
yr make short work of the trenching jobs and show a profit. 
n 
LL: THE CLEVELAND TRENCHER co. 
AVENUE CLEVELAND 17 OHIO 
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FOR ASSURED...DEPENDABLE TRENCHING 
PERFORMANCE AT MINIMUM OPERAT- 
ING AND MAINTENANCE COST ON 
LONG AND SHORT LINES FOR WATER... 
SEWER...GAS...TELEPHONE...OIL... POWER 
-. DRAINAGE...FOUNDATIONS...AIRPORTS 











Incorporating the engineering features that more than 25 
years experience have proved most desirable CLEVELANDS 
have everything you'd ask for, for “Tops” in trenching 
performance. 
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BEFORE YOU BUY 
COMPRESSOR... 







AUTO-AIR 








It will pay you— before 
buying any compressor—to care- 
fully consider the Davey Auto-Air. 


In 60, 105, 160, 210 or 315 cfm 
capacities, the Auto-Air is suitable for 


mounting on any standard truck. It is 





driven from the truck’s engine through 
the Davey Heavy Duty Power Take-Off 


»++moves from job to job at truck speeds. 
Write, wire or phone today for Catalog E-172 
PaP..wo-A 
The Davey Mobile Machine Shop 
includes equipment ordinarily found 
only in large central service shops. 
SCM SOR. 





DAVEY 
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Attilities Almanack 








+ SEPTEMBER 9 





q Pacific Coast Gas Association concludes meeting, San Francisco, Cal., 1946. 





{ Midwest Industrial Gas Council ends session, Minneapolis, Minn., 1946. 





GY American Water Works Association, Four States Section, will hold meeting, Lancaster, 
Pa., Sept. 27, 28, 1946. 





@ American Water Works Association, New York Section, will hold meeting, Albany, 
N. Y., Oct. 3, 4, 1946. 








G American Transit Association starts annual meeting, Chicago, Ill., 1946. 








s | a Gas Association will hold annual convention, Atlantic City, N. J., Oct. 7-11, 
6. 








€ om Independent Telephone Association begins meeting, Lansing, Mich., € 
6. 








4 National Safety Congress and Exposition will be held, Chicago, Ill., Oct. 7-11, 1946. 














q Instrument Society of America concludes conference, Pittsburgh, Pa., 1946. 





4 Iluminating Engineering Society ends session, Quebec, Canada, 1946. 








{ National Reclamation Association will hold meeting, Omaha, Neb., Oct. 9-11, 1946. 





American Water Works Association, Southwest Section, will hold meeting, Galveston, 
Tex., Oct. 14-17, 1946. 





q National Metal Congress and Exposition will be held, Atlantic City, N. J., Nov. 18-22, 
1946. 
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q Indiana Electric Association begins meeting, French Lick, Ind., 1946. @ 
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Utilities 


FORTNIGHTLY 


Vor. XXXVIII, No. 6 


SEPTEMBER 12, 1946 


The Depreciation Problem 


PART I. Growth of Accounting Practices 


In this article the author considers past and present-day reserve ac- 
counting practices, the results shown in leading utility industries, the 
rapid growth of credit balances. He stresses the need for detailed study 
of the separate properties in each industry to determine the actual re- 
quirements of each and to set maximum and minimum limits of reserves. 


By HENRY EARLE RIGGS 


The Record of Past Accounting 

0 subject connected with the ad- 
N ministration and regulation of 
public utility properties is more 
confused or has a more voluminous and 
utterly contradictory literature than 
the accounting problem of creation of 
reserves for retirement. Unfortunately 
this subject has come, through long 
usage, to be miscalled reserves for “de- 
preciation.” And no subject is more 
important, more generally misunder- 
stood by the great majority of people, 
or has more sinister possibilities at the 
present time, for privately owned utili- 
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ties. This is due to the apparent re- 
versal of a long line of United States 
Supreme Court opinions built up over 
the years 1909 to 1934, and the appar- 
ent taking from the courts the right of 
review of commission findings; and 
also to the clearly expressed intent of 
some of the Federal commissions to 
treat the credit balance in the reserves 
as “depreciation” to be deducted in the 
determination of a rate base. 

The question recently posed in the 
title of the article by Henry M. Long 
in Pusiic UTILiTIEs FoRTNIGHTLY, 
issue of March 28, 1946, “Need the 
; SEPT. 12, 1946 
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‘Straight-line’ Reserve Be Exces- 
sive?” * prompts the writer to present 
a brief abstract of some recent studies 
made by him. The answer to Mr. 
Long’s question is, of course, that re- 
serves should not be excessive regard- 
less of the formula or “method” used 
to compute the annual charge. Un- 
fortunately a study of the results of 
many years of regulated accounting 
leads to the inevitable conclusion that 
they are clearly and, in individual cases, 
grossly excessive. 


HE “straight-line” method was pre- 

scribed for railroad equipment in 
the second classification of accounts 
issued by the Interstate Commerce 
Commission in 1914. It was first de- 
veloped by the Bell telephone utility 
in the period 1907-1911 and has been 
in use by that industry under regulation 
for more than thirty-five years. Re- 
cent examination of the reports of 
many municipally owned waterworks 
and electric light and power properties 
makes it clear that nearly all of them 
say that they use the straight-line 
method, and that a majority of them 
show the credit balance as a deduction 
from plant investment on the asset side 
of the balance sheet, thereby accepting 
it as depreciation and avoiding the ex- 
planations that would be inevitable, if 
it were carried as a liability. 

The Federal Power Commission 
provides that each electric utility shall 
record each month the estimated 
amount of depreciation or amortiza- 
tion, not specifying the method, but 
rather leaving to the management the 
estimation of the amount, subject of 
course to the approval of the commis- 


1 Vol. XXXVII, No. 7, page 399. 
SEPT. 12, 1946 


sion. There are available statistics of 
railroad accounting under the Interstate 
Commerce Commission from 1907, the 
straight-line method having been pre- 
scribed in 1914; the telephone account- 
ing under the Federal Communication 
Commission since 1926; and of the 
power company accounting under the 
Federal Power Commission since 1937, 
It appears proper to seek the illustra- 
tions for this discussion of the sub- 
ject of excessive reserves from these 
sources, using the industry as a whole 
rather than individual companies, al- 
though a world of data is available as 
to the separate corporations. 


a writer’s more than thirty-five 
years’ close contact with problems 
of valuation and depreciation, guided 
in his work by the law as it was laid 
down by the Supreme-Court during 
the period 1909 to 1934, have resulted 
in certain firm convictions which may 
be here summarized. These are: 


l THE sole purpose for which reserve 
* accounting was approved by the 
Supreme Court was to provide for the 
retirement of plant as it was worn out 
and for the maintenance of a credit 
balance in the reserve sufficient to pro- 
vide for coming retirements and to 
cover any physical depreciation of plant 
which should be deducted in a rate pro- 
ceeding. The credit balance was to 
“maintain the value as it was in the 
beginning,” not to destroy it. Nor was 
it to be so excessive as to provide new 
capital or to save the corporation vast 
sums of money in interest. 


THERE is a distinct and radical 
e difference between public utility 
property and privately owned indus- 
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trial property which is so great that 
accounting rules applicable to one give 
wholly incorrect results when applied 
to the other. The public utility is built 
to render one specific service, water 
supply, light and power, transportation 
of persons and goods, communi¢ations, 
or production and transportation of 
manufactured or natural gas, and to 
render that service indefinitely and con- 
tinuously. Some of these utilities, nota- 
bly the railroads and waterworks, are 
over one hundred years old, the tele- 
phone and electric industries over fifty 
years old. Rates of all except the rail- 
roads are based on a fair return on in- 
vestment in plant. The plant of a utility 
can be used for only one purpose and no 
change can be made to another product. 
The privately owned commercial or in- 
dustrial plant manufactures or deals in 
many products. There is no obligation 
to continue manu facturing one product 
if it becomes obsolete or unprofitable 
and another product is in greater de- 
mand. The rates for the product are 
fixed by competition, the law of supply 
and demand, and are not subject to 
continuous regulation. 


THIRTY years of regulation of pub- 
* lic utility accounting has clearly 
developed the need for a revision of 


the utility classification to eliminate the 
confusion due to a failure to differ- 
entiate between reserves for retirement 
and true operating expense, mainte- 
nance, which has resulted in excessive 
reserve balances. One instance of this 
is the failure to draw the line between 
the unit of property which performs a 
definite service and is ultimately re- 
tired, and items of property, component 
parts of the unit, which must be imme- 
diately replaced through operating ex- 
pense in order that the unit may con- 
tinue to function. 

The writer’s engineering practice 
commenced twenty years before the 
first regulation of railroad accounting. 
He fully recognizes the great public 
benefit that has resulted from govern- 
ment regulation of utilities, especially 
the regulation of accounting and the 
full publicity of statistics. He believes 
that the time has arrived for a thorough 
restudy of accounting classifications, 
the elimination of causes of excessive 
accounting reserves, and the inclusion 
of new accounts showing the use made 
of money reflected in the reserve bal- 
ance. 


Present-day Accounting Practice 


|. geeag presenting a few of the re- 
sults of years of “depreciation” 


e 


- TABLE I 


CrepITs AND Depits—EQUIPMENT RESERVES FOR DEPRECIATION 
(Percentage figures computed) 


Credits to 
Reserve 
000 


% 
3.63 


Per Cent 


Investment 


Debits to 
Reserve 
000 
$ 
98,251 
126,830 , 
111,803 75,878 
81,658 ; 115,619 
60,023 : 202,478 


SEPT. 12, 1946 


Per Cent Growth of Per Cent 
O Reserve O 
Investment ~~ — 


101,643 
56,621 





PUBLIC UTILITIES FORTNIGHTLY 


accounting it may be well to take a 
look at the present-day practice and 
discuss frankly the benefits and draw- 
backs of the credit balance. Whether 
“depreciation” be estimated for each 
subaccount under operating expenses, 
as shown in the Interstate Commerce 
Commission Classification, or treated 
as a lump sum deduction from operat- 
ing revenues as provided in the Gas or 
Electric Classifications of the Federal 
Power Commission, the amount 
charged is an estimate, based on the 
probable life of property units, or a 
lump sum estimate representing the 
judgment of the management. It is an 
operating expense, deducted from total 
operating revenues before the deter- 
mination of net utility income. It is 
charged with the book cost of property 
retired and the cost of removal, and 
credited with salvage. Credits and 
debits to the reserve are so made as to 
show the estimated amount of accrual 
of “depreciation,” book cost of prop- 
erty retired, cost of removal, salvage, 
and other items, including the recov- 
eries for insurance. The one element of 
pure estimate is the accrual of “depre- 
ciation” ; the others are factual. 


HE Interstate Commerce Commis- 

sion Reports show these trans- 

actions in dollars as they relate to equip- 

ment reserves for five years as set forth 
in Table I. (See page 335.) 

In the year 1942 the total book value 
of the equipment was $6,243,271,000 
and the credit balance in the reserve 
$3,060,993,000 or 49.03 per cent of the 
book value. In 1943 the credit balance 
reached 50 per cent and undoubtedly 
will continue to increase. A similar 
showing of steady growth of the credit 
balances will be found in other indus- 
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tries. The Federal Power Commission 
figures for all class A and B electric 
companies show a growth of reserve 
balances from 10.8 per cent in 1937 to 
15.5 per cent in 1942, when the total 
credit balance was $2,306,145,000. The 
Federal Communications Commission 
reports show an increase in credit bal- 
ances of reserves of all class A tele- 
phone companies in the United States 
from $825,102,136, or 18.77 per cent 
of investment, in 1931 to $1,814,573,- 
253, or 31.58 per cent of investment, in 
1943. This showing of a total of more 
than seven billions of dollars in the 
credit balances of these three industries 
three or four years ago, now un- 
doubtedly higher, justifies much more 
careful consideration of the subject 
than it has ever had in the past. 


| igre us look at the “credit balance in 
the reserve” (a misnomer if there 
ever was one). Except possibly in a 
very few cases, there is no money or 
securities in the “reserve.” Most ac- 
countants will say that it is a “mere 
book figure.” It reflects money that 
has been held back from net earnings 
over and above the cost of all property 
that has been retired and its cost of re- 
moval, less salvage. It is money that 
was left in the cash drawer and was 
presumably available for, and most of 
it was spent for, new plant, the retire- 
ment of bonds, etc. The writer has 
never seen any commission require- 
ment that the credit balance be spe- 
cifically accounted for. Some of his 
friends in the accounting profession 
consider it an addition to working 
capital. In general it may be described 
as money that has been collected 
through rates for service, held back 
from net earnings as a provision to 
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An. 


TABLE II 


SeLecrep DaTA RaILtway EQuIPMENT* 


GRrowTH OF 


Year Ending 


DEPRECIATION RESERVES 
(1) 


Investment 
In Plant 
000 


(2) 
Credit Balance 
In Reserve 
000 


(3) 
Ratio 


$243,589 


>» nw 
eo NS 


2,362,003 
2,369,273 
2,374,796 
2,504,131 
2,605,773 
2,661,811 
2,737,689 
2,866,570 
3,060,993 
3,220,925 


SERAIARE *SRoLseeae 


6,243,271 
6,451,616 


SSSSSBGAARLE 
Qo 
S 


* Data for years 1914 to 1923 “Roads That Report Depreciation of Equipment” from 


118 ICC pages 334, 5 
Data for years 1934 


to 1943 Class I carriers, from Statistics of R.R.’s ICC, 





keep the investment intact and in the 
great majority of cases it has been 
wisely spent either for new plant or in 
the reduction of debt. 

The Federal commissions say that it 
is depreciation, loss of value, and that 
it should be deducted in finding value 
fora rate base. Yet in the “New Jersey 
Telephone Case” ® it was clearly held 
that money paid for service belongs to 


® Public Utility Comrs. v. New York Teleph. 
Co, 271 US 23, PUR 1926C 740. 
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the company exactly as does money se- 
cured by the sale of stocks or bonds 
and that it cannot be taken by the com- 
mission to make good the losses of sub- 
sequent years. That doctrine was en- 
dorsed by the U.S. Supreme Court in 
two subsequent [Illinois Telephone 
cases. To deduct it in the case of the 
class A telephone companies would 
eliminate all the growth of the property 
from 1929 to 1943. To deduct it in the 
case of railroad equipment would set 
SEPT. 12, 1946 
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the clock back twenty years. As will 
be later shown by tables the deduction 
of the reserve would amount to con- 
fiscation, in the case of all properties 
whose rates are based on cost or value 
of the plant used in rendering service. 


O* the other hand, the use of these 
great sums of money, amounting 
to tens or hundreds of millions of dol- 
lars a year in each industry, has enabled 
the companies to expand substantially. 
Without new financing and, over the 
years, they have made, in addition, very 
large savings of interest. These things 
undoubtedly account for many com- 
panies creating reserves far in excess of 
the need for retirement of plant and 
the maintenance of reasonable credit 
balances to maintain value by offsetting 
current depreciation. 

A few tables, showing actual results 
by industries, appear to be desirable to 
emphasize the rapid growth of credit 
balances and the need for detailed study 
of the separate properties in each in- 
dustry to determine the actual needs 
of each and to set maximum and mini- 
mum limits of reserves. No one rule 
can apply to all properties in any in- 
dustry. The large rapidly expanding 
property presents an entirely different 
problem from the static one; and the 
small companies serving a limited popu- 
lation, with only a few major units of 
property, some of which are very old, 
have wholly different and much larger 
reserve requirements than those of the 


large rapidly expanding corporations. - 


All of the tables here presented show 
the facts for an industry as a whole. 
In a complete study each industry 
should be broken down into the several 
classes of individual companies. Such 
a breakdown will disclose very radical 
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differences in reserve accounting as be- 
tween different groups of companies 
in each industry. 


The Railroad Industry 


oo II shows the growth of rail- 
way equipment reserves so far 
as data is available. The reports of the 
ICC do not show a separation of equip- 
ment and road reserves prior to 1934. 
The figures given for equipment re- 
serves from 1914 to 1923 were pre- 
pared for, and used by, the late Com- 
missioner Eastman in his report on the 
depreciation studies made in the middle 
1920’s and are probably not exactly 
comparable with those of later years 
taken directly from reports of the 
commission. 

Accepting as correct the figures for 
1934-1943, it will be noted that the 
increase in railroad investment in those 
years was $868,614,000 while the in- 
crease in the credit balance amounted 
to the sum of $858,922,000, or suffi- 
cient to pay for 98.88 per cent of the en- 
tire increase in property value. Nor is 
this all ; the saving of interest on the use 
of money collected as “depreciation” 
amounted in the period to approxi- 
mately one year’s interest on $26,764, 
000,000 which if figured at 3 per cent 
would amount to another $800,000,- 
000. Truly the “straight-line” method, 
required by the ICC, has been a god- 
send to the railroads in a most difficult 
period. 


I the carriers rates were based upon 

a rate base, cost less the commis- 
sion’s concept of “depreciation,” 4.¢., 
the credit balance in the reserve, the re- 
sulting rate base would be $3,230,691,- 
000, or a little less than the investment 
shown by Mr. Eastman in 1922, or a 
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turning back of the clock twenty-one 
years. ; 

The American Railway Association 
recently published a statement showing 
the increase in capacity and efficiency 
from which Table III has been derived, 
comparing 1934 and 1942. 


This table shows a reduction in total 
miles of railway line in the United 
States, but an increase in investment 
per mile of line and in total investment. 
A reduction in the number of loco- 
motives, freight train cars, and passen- 
ger cars, but substantial increase in the 
average capacity of locomotives and 
cars in service, and, due to better and 
more powerful equipment, very sub- 
stantial increases in all classes of traffic 
and an equally substantial fuel econ- 
omy. 

It very definitely negatives any argu- 
ment that railway equipment has de- 
preciated to any considerable extent, 
and reduces to an absurdity the conten- 
tion that 50 per cent should be deducted 


from value of railway equipment under 
the “straight-line” method. 


The Telephone Industry 


Shoes Bell telephone utility carried 
on a series of intensive studies of 
reserves in the period 1906 to 1910 and 
installed a system of reserve account- 
ing which formed the model for the 
Accounting Classification of the State 
of New York in 1912 and of the Inter- 
state Commerce Commission Classifi- 
cation of telephone accounts in 1913. 
The annual reports of the American 
Telephone and Telegraph Company be- 
tween 1906 and 1911 devote consider- 
able space to the subject in those years. 
Theodore N. Vail, then president of the 
company, in a series of very frank dis- 
cussions of depreciation set forth the 
conclusions of the officers. Some of 
the objectives go considerably beyond 
those approved by the Supreme Court 
in later years, but there can be no doubt 
that the early adoption of this form of 
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TABLE III 


INCREASE IN CAPACITY AND EFFICIENCY 
Crass I Carriers, 1934 To 1942 


Miles of Railway Line in the United States 
Total Investment (Thousands of Dollars) 
Investment per Mile (Dollars) 

Number of Locomotives in Service 


Average Tractive Power per Locomotive (Pounds) 
Total Tractive Effort (Thousands of Pounds) . 


Number of Freight Cars in Service 
Average Capacity per Car (Tons) 
Total Car Capacity (Tons) 


ee 2,309,404 


1934 


243,857 
$25,978,114 
$106,279 
48,304 
47,712 


1942 
229,174 
$27,002,588 
$113,364 
42,033 
58,811 
2,177,772 
1,745,495 
505 


88,186,516 


Change 
Minus 6% 
Plus 3.9% 
Plus 6.7% 
Minus 13.0% 
Plus 86% 
Minus 5.7% 
Minus 10.0% 
Plus 5.0% 
Minus 5.14% 


1,938,362 
48 
92,968,503 


Total Revenue Ton Miles (Hundreds of Thou- 


sands of Ton Miles) 
Freight Train Miles (Thousands) 
Freight Train Car Miles (Thousands) 
Average Net Tons per Train 


Traffic Density (Rev. Ton Miles per Mile of Road) 


No. Passenger Cars in Service 

No. Passengers Carried (Thousands) 
Total Passenger Miles (Thousands) 
Passenger Train Miles 

Pounds of Coal to Move 100 Tons 1 Mile 


268,711 Plus 
474,075 


19,077,688 
734 
609 


637,984 
666,437 Plus 
34,135,507 Plus 
1,035 Plus 
1,058, 2,638,067 Plus 
48,845 38,051 
449,775 667,287 Plus 48.1% 
18,033,309 53,658,615 Plus 197.6% 
384,211 427,588 Plus 11.3% 
122 111 Minus 9.0% 
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149.2% 
Minus 13.2% 
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accounting is very largely responsible 
for the magnificent development of the 
telephone industry and for the out- 
standing leadership of the Bell system. 

Table IV, from the Annual Reports 
of the Federal Communications Com- 
mission, shows the development of re- 
serves of all class A telephone com- 
panies. Of these total figures approxi- 
mately 94 per cent of the investment 
and of the credit balance in the reserves 
belong to Bell companies. (See Table 
IV on page 341.) 


HESE reservesarestrictly “straight- 
line” reserves. The writer be- 
lieves that the life studies, and records 
of retirements and salvage of the Bell 
telephone system, are far superior to 
those of any other corporation in any 
utility industry in the country, and as 
the total industry ‘is now so largely 
dominated by the Bell system these 
figures may be taken as representing 
the result of many years of accounting 
under substantially uniform application 
of the straight-line method. 

The table shows a total increase in 
investment of $2,763,915,085 and an 
increase in the credit balance in the 
reserve of $1,206,051,204 from 1926 
to 1943. Thus the increase in the credit 
balance was sufficient to pay for 43.62 
per cent of the plant growth. 

If this be broken down it appears 
that from 1926 to 1930, at the end of 
the prosperous era, the increase in the 
reserve was only 13.15 per cent of that 
of the plant, while during the panic 
years from 1930 to 1935 the plant 
growth was $244,000,458, and at the 
same time the credit balance increased 
$333,778,156 or 136.79 per cent of the 
increase in capital. In the following 
period of improving conditions and of 
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war activity the increase in the reserve 
was enough to pay for 55.62 per cent 
of the new capital investment. These 
percentages reflect clearly the different 
rates of growth of the reserve under 
different economic conditions and dif. 
ferent rates of expansion. 

A really impressive illustration of 
the magnitude of this credit bal- 
ance in the reserve of the telephone 
utility in the United States, amounting 
on December 31, 1943, to $1,814,573, 
253, is to compare it with the total in- 
vestment of other great and well 
known corporations. 

Three of these are: 

(1) The Pennsylvania Railroad sys- 

tem “Total Investment in Trans- 


portation Property” on December 
31, 1945, $1,627,650,750. 


General Motors Corporation, 
“Real Estate Plants and Equip- 
ment” on December 31, 1945, 
$1,048,595,225. 

United States Steel Corporation, 
“Plant, Mineral, and Manufac- 
turing Properties” on December 
31, 1945, $1,696,457,075. 

It is noteworthy that all three of 
these carry the credit balance as a de- 
duction on the asset side of the balance 
sheet, and that credit balances in the 
reserves are 37 per cent, 66.6 per cent, 
and 75.4 per cent of the investment 
respectively. 

The saving of interest during this 
18-year period by reason of the use of 
these balances of the telephone utility 
is an astronomical figure, approxi- 
mately one year’s interest on nineteen 
and three quarters billions of dollars, 
or, at 3 per cent, over $590,000,000. 


The Electric Power Industry 


HE Federal Power Commission 
Reports disclose the data shown 


(2) 


(3) 
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TABLE IV! 
Sezectep Data, Class A TELEPHONE COMPANIES 


Number Telephone 
of Carriers 


Investmentin Depreciation & 
Amort’n. 


Reserves 


$608,522,049 
632,481,051 
683,168,840 
733,602,244 
772,485,420 
825,102,137 
857,286,595 
933,070,146 
1,011,576,635 
1,106,263,576 
1,191,737,078 


Plant 

$2,981,212,665 
3,223,026,231 
3,489,592,143 
3,871,235,497 
4,227,786,815 
4,395,922,108 
4,434,965,172 
4,444,418,019 
4,453,724,447 
4,471,787,273 


5,745,127,750 
2,763,915,085 


Totals by Periods—Increases 


1926 to 1930 
1930 to 1935 
1935 to 1940 
1940 to 1943 


$163,963,371 
333,778,156 
331,463,099 
376,846,578 


$1,206,051,204 





$2,763,915,085 


1 Table does not exclude company duplications. 
® Consideration must be given to revision of accounting classification. 





in Table V (page 343) for all class A 


and B power companies. Here is a 
showing of smaller credit balances each 
year in terms of per cent of investment 
than are to be found in the railway or 
telephone utilities, yet the increase in 


the credit balance is over $424,000,000 
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in excess of growth of plant. This is 
undoubtedly correct for all of the pri- 
vately owned plants, but is by no means 
typical of all individual plants. 

In 1944, in connection with the ar- 
gument in regard to the proposed 
National Association of Railroad and 
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Utilities Commissioners accounting 
regulations, statistics were presented 
by the industry for 17 large class A 
electric corporations, which showed the 
comparative increases in plant and 
credit balance as outlined below. 


’ I ‘HIS group of prosperous com- 
panies had 16.7 per cent of the 


total investment in the industry in 1943 
and 18.5 per cent of the total credit 
balance. As has already been developed, 
the reserves of the electric companies 
are based on the needs as estimated by 
management, while those of railroads 
are based on a formula prescribed by 
the commission and those of the tele- 
phone industry are so largely controlled 
by the Bell system that the formula of 
that company dominates the figures for 
the industry. 

Any extensive study of the electric 
utility will disclose the fact that there 
are not only great differences between 
groups of companies of comparable 
size, but also substantial differences 
between different companies in any 
group. 

One notable characteristic found 
in any study is a tendency to increase 
the annual charge to “depreciation” in 
recent years by a majority of the cor- 
porations in the electric industry; on 
the other hand, there has been a marked 
decrease in telephone charges, in terms 
of per cent of total investment or of 
depreciable plant. 


There Is Need for a Restudy 
Of Reserve Accounting 


Bie writer is not here criticizing 
any “method” of creation of re- 
serves. He fully recognizes the com- 
plete propriety of reserves to restore to 
the corporation the investment in plant 
that is retired for any cause. Any study 
of textbooks on the subject of account- 
ing reserves or of papers on the sub- 
ject of reserves for depreciation written 
during the last century or the first 
decade of this one will show that there 
was a general, almost universal, use of 
some interest method where such re- 
serves were used. Further, it is evident 
that the use of them was almost entirely 
limited to industrial plants where the 
life of every individual unit of build- 
ings or machines was estimated. In the 
second decade of this century dozens 
of different “methods” were advocated, 
but in all the papers the illustrative ex- 
amples were the single machine, the 
building, the automobile, or motorbus, 
or some such group as the ties on a 
single mile of railroad. 

At the present time there is almost 
universal use of the straight-line 
method by utilities. 

There is no comparability between 
results obtained by the assumption of 
what would happen in the case of a 
hypothetical machine “worth $1,000” 
or such an example as the “three power 
line poles all installed new on January 


1, 1944, each costing . . . $100,” 


Credit 
Balance 
000 
303,379 
499,732 


196,353 


Investment 
in Plant 
000 


$2,143,567 
2,493,233 


Ratio % 


14.19 
20.04 
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TABLE V 


GROWTH OF DEPRECIATION RESERVES 
PrIvATELY OWNED CORPORATIONS 


Credit 
Balance 
000 
$1,495,250 
1,629,182 
1,762,386 
1,942,974 
2,096,412 
2,306,145 
2,557,241 
2,821,973 


$1,326,723 


Investment 
In Plant 
000 
$13,851,533 
14,048,019 
14,114,694 
14,406,986 
eps tay 

1 


14,843,648 
14,754,097 


$ 902,514 


Ratio % 
10.80 
11.60 
12.49 
13.28 
14.22 
15.53 
17.22 
19.13 








which was assumed by Mr. Long in 
his article, and the actual result of years 
of accounting, on one of the statewide 
telephone or electric utilities. 


W: have had required reserves for 
nearly a third of a century under 
regulated accounting. Examination of 
the records of many individual cor- 
porations in different industries dis- 
closes the facts that (1) they show an 
increasing credit balance, year after 
year, over the entire period; (2) the 
present reserves are grossly excessive 
on properties which are expanding and 
which have an indefinite life; (3) un- 
der the accounting plan adopted, the 
great corporation whose plant is spread 
over many states, with thousands of 
different kinds of units, is creating re- 
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serves on the theory that the corpora- 
tion has the same kind of expiring life 
as the hypothetical machine or the three 
poles. 

The writer’s experience in the sixty 
years of engineering work since gradu- 
ation from college, and close familiarity 
with the railroad and power industries, 
convinces his that this theory is not 
true of these industries, and his use of 
the steadily improving service of the 
telephone over these years, and his ob- 
servation of the vast changes that this 
utility has made in all business and per- 
sonal communication, makes him sure 
that that industry has made as great or 
greater progress than any of the other 
service industries. The time is cer- 
tainly here for a complete revision of 
reserve accounting. No one can ques- 
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tion the need for providing, from 
revenues, for the retirement of plant 
worn out or destroyed in the service 
of a continuing corporation, or the de- 
sirability of a reasonable credit balance 
to meet coming retirements and emer- 
gencies. Nor can one question the pro- 
priety of placing maximum and mini- 
mum limits on such reserves suitable 
to the conditions in each corporation. 


HE existence of such a reserve pro- 
vides money which can be used 
to better advantage by the corporation 
for its current needs than if kept as an 
invested fund. This money in any case 
should earn interest, and there can be 
no sound objection to crediting the re- 
serve with a reasonable rate of interest 
while in use. The annual charge to ex- 
pense should be determined, not by 
arbitrary guess as to life and salvage 
of each of the hundreds of thousands 
of units (called by courtesy an esti- 
mate), but upon a thorough study of 
the past experience of many years of 
each individual corporation. 
And, finally, the credit balance in the 
reserve does not measure depreciation, 


loss of service value, or capacity of the 
plant. It may properly be limited to an 
amount sufficient to cover any existing 
physical depreciation, the extent of 
which is known to any wise manage- 
ment. 

It is clear that credit balances over 
a considerable period of years that are 
large enough to provide funds for all, 
or a large percentage of new capital re- 
quired by an expanding property, are 
excessive. And the use of this money 
without interest is an added incentive 
to the making of excessive charges. 
These things tend to support the argu- 
ment of some members of commission 
staffs that the credit balances reflect 
money that has been advanced by con- 
sumers toward the purchase of the 
utilities. 

The whole problem is one of grave 
importance. Recent opinions of the re- 
organized Supreme Court, which tend 
to take away from the courts the right 
of review of commission findings, to- 
gether with the expressed views of Fed- 
eral commissions, constitute a grave 
threat to private ownership of public 
utilities and will be next discussed. 


To be continued in the September 26th issue of the Pustic Utitittes FortnicHrtty. 





Justification for Public Power 


. a the building of a highway or an artificial waterway to 
improve transportation and to cheapen the cost of trans- 
portation can by any stretch of argument be proved to be wise 
—and that fact does not have to be proved to my mind, because 
it is self-evident—how much more wisdom, I ask, is there in 
the use of Federal funds to build multiple-purpose dams, hydro- 
electric power plants, and irrigation projects which would not 
otherwise be built by private capital, in the development of 
our great resources in the West? I do maintain that such are 
wise expenditures at any time and more so now than ever 
before.” 
—Joun R. Murnocx, 
U. S. Representative from Arizona. 
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Possible Labor Difficulties 
In the Utility Field 


Analysis of trends in collective bargaining agreements as to 
unionization, wages, feather-bedding pensions, holidays, and 
other matters, including interference with management in the 
exercise of its prerogatives, indicating, in the opinion of the 


author, that management can no longer afford to purchase 

economic peace “at any price.” The author outlines the normal 

trends to be found today in negotiating labor agreements, as 

well as the possible perversions thereof, if current attitudes 
should persist. 


By ROBERT C, SIMPSON 


E are today in the latter stages 
W of a period of economic and 
political transition, whether for 
richer, for poorer, for better, for worse, 
no one really knows. There is little 
need to recite the details of recent cur- 
rent events in the field of government 
and labor but their impact, upon what 
would otherwise have been normal 
trends in collective bargaining, cannot 
be overlooked, even by the utility indus- 
try which has relatively stable labor re- 
lations and often not too much concern 
with economic and political problems. 
The failure of the Federal govern- 
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ment to recognize that with which it is 
beset for what it really is, and its politi- 
cal pay-offs to certain segments of labor 
over the years, has so destroyed its 
prestige as to invite contemptuous re- 
jection of its suggestions by the very 
beneficiaries of its past favors. Having 
spared the rod, government has so 
spoiled its favorite child that the 
domestic scene is worse than chaotic. 
Governmental efforts to escape the bit- 
ter fruit of years of fumbling and folly, 
by means of futile devices and pro- 
cedures more ingenious than coura- 
geous, have marked a course of what 
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passes for action, the effect of which 
upon trends in the field of bargaining 
will not be fully measured for years to 
come. 

Further, there is the persisting 
rivalry between the two major labor 
groups, which impels one, in the in- 
terest of its own prestige, to seek to out- 
strip the other in sensational achieve- 
ment. Likewise, intraunion strife for 
places of power, apparent in the utility 
internationals today, and rising from 
the local union level, precludes an order- 
ly and constructive approach to the 
solution of difficulties. The democratic 
processes, upon which we so proudly 
rely in civil affairs, produce, in the field 
of union politics, the “hemming and 
hawing,” the fumbling, the seeking 
after personal gain, and the failures 
often found in civil government. And 
because of the immunities enjoyed by 
labor, such processes are possible of 
greater loss to the body economic. 


r this brief review I hope not merely 
to point out the normal trends to be 
found today in negotiating utility labor 
agreements, but also to indicate the pos- 
sible perversions thereof, if current at- 
titudes persist. The following are the 
principal topics which face utility man- 
agements in their bargaining: 
1, The union shop 
2. Higher wage rates with reduction 
in hours of labor 
3. Dismissal compensation 
4. Pensions, accident compensation, 
and sick leave allowances 
5. More feather bedding, in the form 
of larger premiums for off-schedule 
work 
6. A guaranteed annual wage, and 
7. Industry-wide bargaining 
8. Greater liberalized vacation allow- 
ances 
SEPT. 12, 1946 


9. The imposition of building trades’ 
controls upon utility work 

10. Interference with management ex- 
ercise of its prerogatives, and 

11. The elimination of the no-strike 
guaranty 


l The trend toward the union shop is 
e definite. The operi-shop agree- 
ment, quite common in 1940, which 
later became the union-maintenance 
agreement, by reason of War Labor 
Board thinking on the subject, has 
easily slipped into the category of the 
“union-membership-requirement- for- 
new-employees agreement” of today. 
It thus is next door to the union shop 
and only two steps away from the 
closed shop. Whether, in an industry 
so freighted with public interest as to 
render work stoppages therein con- 
trary to public policy, it be proper to 
compel those, upon whose skill and 
loyalty the public welfare depends, to 
acquire and retain membership in any 
organization which fails to subordinate 
itself to the needs of the public and to 
constituted authority, is worthy of ma- 
ture consideration. 

Certainly, with some notable excep- 
tions, recent developments in the field 
of utility labor relations do not justify 
any assumption whatsoever that the im- 
position of compulsory union member- 
ship upon workmen, in itself, promotes 
order or prevents unrest or stimulates 
production. The problem of good labor 
relations is too complex to allow of 
ready solution by any single formula 
such as this. On the contrary, labor 
relations history in the utilities, within 
the past two years, high lights the fact 
that the greater the degree of control 
exercised by local union leaders, the 
greater has been the turmoil and the 
more glaring has been local union irre- 
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sponsibility. Whether a greater degree 
of international control is possible in 
the utility field, in view of the doctrine 
of local union autonomy, and, if pos- 
sible, will remedy the condition of 
which we complain, remains to be wide- 
ly demonstrated. 


? With respect to wages, we have re- 
¢ cently encountered demands for 
increases identical with those granted 
in steel and kindred industries. And 
the end does not yet appear. It is my 
personal opinion that, in the absence 
of wage controls, the average wage 
rate levels in the smaller utilities will, 
within the next five years, approximate 
twice the 1941 level. Our recent experi- 
ence indicates that the Duquesne Light 
Arbitration Board wage award and the 
widely publicized Virginia Electric & 
Power Case have become basic in local 
union thinking with respect to current 
wage settlements. But, all this think- 
ing, wage-wise, is not wholly a wartime 
product. 

Recall how, in 1938, when the Wage 
Hour Law went into effect, many com- 
panies reduced hours of labor to com- 
ply with the statutory maximum, while 
increasing the hourly rates of employees 
affected, so as to permit the same, or 
almost the same, take-home pay. We 
thought it good personnel practice to 
do so then, and possibly it was. But our 
employees have not forgotten it, and 


believe management should, today, 
again assure them their usual take- 
home for less hours of work and add 
thereto certain percentages of increase. 
To counter these demands by stating 
that, in a regulated industry, there is 
minimum allowance for absorption of 
these added costs, is not persuasive to 
them because most of our men present- 
ly lack not only an understanding of the 
economics of our business, but they lack 
the willingness to accept as fact that 
which they fear to believe, or that which 
they are willing to make no effort to 
understand. In this situation perhaps 
we are not entirely free from blame, 
since we have not seen fit to educate 
our employees as to what our problems 
are in which they have a stake. 


Dismissal compensation, as such, is 

e still an objective much desired, 
although less progress has been made 
along this line than along others. Some 
companies have made concessions in 
this particular, but most utility em- 
ployers appear to have avoided diffi- 
culty. Many employers have long been 
ahead of the unions in this respect, 
while others appear to have satisfied 
their employees by payment, upon 
separation of a worker, of the monetary 
equivalent of benefits accrued but not 
taken. Because of the low turnover in 
the utility field, we do not believe that 
dismissal compensation will become a 


3 


do not justify any assumption whatsoever that the imposi- 


q “.. recent developments in the field of utility labor relations 


tion of compulsory union membership upon workmen, IN 
ITSELF, promotes order or prevents unrest or stimulates pro- 
duction. The problem of good labor relations is too complex 
to allow of ready solution by any single formula such as this.” 
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major issue in collective bargaining in 
the utilities in the near future. 


4 Pensions are another objective of 
e organized labor, which many em- 
ployers appear to have met by unilateral 
action. Wherever such action is lack- 
ing, however, union demand therefor 
appears. In this connection, the experi- 
ence of the International Brotherhood 
of Electrical Workers, with its own 
pension plan, has served to instruct its 
local union members with respect to the 
complexities and costs of pension plans, 
and, to some extent, has eased the situa- 
tion so far as the employer is concerned. 
I would like to point out, however, that 
the recent agreement between the Na- 
tional Electrical Contractors Associa- 
tion and the IBEW, under the terms of 
which the contractors, and their em- 
ployees, contribute jointly to the 
IBEW pension system, is likely to 
prove to be more than a straw in the 
wind. It is not beyond the realm of 
possibility that IBEW unions will 
eventually request that utility employ- 
ers follow suit. 

Some utilities have found themselves 
in a serious dilemma in connection with 
pension plans which they have installed 
unilaterally without considering the 
conflict between certain of their union 
contract clauses and the legitimate ob- 
jectives of the pension plan. We have 
found that union demands for pay- 
ment, by the employer, of such amounts 
as will make up the difference between 
an injured employee’s normal wage and 
his accident compensation, and for 
more liberal sick leave allowances, are 
still much in the minds of workers. The 
disturbing feature of such demands as 
have come to our attention is not the 
fact of the demand but, rather, the 
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men’s insistence upon guaranties for 
long, and, sometimes, unlimited 
periods, Our experience indicates that 
where accident compensation and sick 
leave allowances are made a part of a 
comprehensive employees’ welfare 
plan, employers are less likely to en- 
counter difficulty in dealing with union- 
ized workers concerning them. 


5 Feather bedding continues. Call- 
* out guaranties have crept up from 
two hours to three, and now to four. 
Recent proposals seek double the week- 
day guaranty for a Sunday or holiday 
call-out. Night-shift differentials have 
crept up from 4 cents and 6 cents to 5 
cents and 10 cents and even higher. 
Holidays have increased in number. 
Holiday pay has advanced from time 
and one-half to double time and, in 
some areas, to double time and one-half. 
The latest wrinkle is triple time for 
holiday work, fortunately for the aver- 
age utility, not as yet widespread. 
Meals, work gloves, work shoes, allow- 
ances of various sorts, and similar 
fringe items are well established in 
some areas. We find that the providing 
of meals for line crews, which do not 
return to assembly points at noon, is a 
growing practice. It is a costly conces- 
sion. It doubles travel time; it reduces 
productive time; and increases trans- 
portation expense. It imposes upon the 
employer an item of cost by no means 
properly his. 

The enlargement of these and other 
fringes will be sought from time to 
time. Once obtained, they soon are 
taken for granted, and quickly lose 
value as factors in bargaining. In arbi- 
tration cases, they are usually ignored, 
and the employer, who once traded off 
a fringe to avoid a wage increase, soon- 
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No-strike Guaranty 


“. . . the trend to elimination of the no-strike guaranty is growing. So 
far, efforts to achieve this objective have been confined to omitting the 
guaranty from union proposals, but occasionally more subtle methods 
are followed. One recent attempt to achieve this objective was detected 
when the union proposed that the arbitration of disputes arising under the 
terms of the agreement be made a matter of mutual consent, ‘pending 
which arbitration,’ so proposed the union, ‘no strikes or lockouts will 
occur. 


a9 





er or iater finds himself faced with the 
increase which he sought to avoid, so 
that his latter end is worse than his 
beginning, in that the thing he wins in 
the first instance he loses in the second. 


6 The guaranteed annual wage has 
* made only fair progress in the 
utilities. The rank and file of utility 
union membership, however, is not so 
keenly interested in this matter now as 
are employees in other industries. The 
current study of the guaranteed annual 
wage, now under way in a Pennsyl- 
vania utility, may serve to throw some 
light on this matter. I have been in- 
formed by union leaders that union 
members in the utilities cannot be ex- 
pected to show much interest in the 
proposition until a business recession 
occurs. Our own opinion of the matter 
is that the utility employer has little to 
gain by giving a wage guaranty, unless 


349 


he can obtain from organized labor 
substantial concessions, with respect 
both to overtime premiums and to work 
restrictions. 


7 Industry-wide bargaining is still an 
© objective of all segments of labor. 
Its achievement, however, is still com- 
paratively remote in the utility indus- 
try. We want to point out, none the less, 
that organized labor in the utilities is 
slowly but surely preparing for indus- 
try-wide bargaining by the formation 
of system councils on the properties of 
the utility companies, and by the in- 
creasingly recurring personal contact 
by, and the exchange of information 
between, the personnel of those coun- 
cils. 

Industry-wide bargaining, in our 
opinion, is conducive to general strikes, 
and is more a political than an economic 
weapon. 
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Vacation allowances have in- 

e creased. The three weeks’ vaca- 
tion allowance, once uncommon even 
for twenty-five years’ service, is now 
by no means rare for fifteen years’ 
service, 


9 The imposition of building trades’ 
* controls on utility work is grow- 
ing. Already building trades locals are 
demanding jurisdiction over work 
done by utilities on private property. 
They are aided by contractors who will 
profit therefrom. It is to the interest of 
the utilities and their employees to in- 
sure that utility work shall be per- 
formed by utility employees, any time, 
anywhere, or by utility contractors, 
under the terms of a labor agreement 
recognizing the peculiar status of the 
industry. But, neither the utilities nor 
utility local unions can effectively resist 
the aggressions of the building trades 
locals and collusive contractors if, par- 
ticularly under union shop conditions, 
they hold themselves aloof from the 
bargaining between the contractors and 
the building trades locals. Probably, 
trade association interest in this matter 
is our only effective defense. 

We wish to point out, however, that 
we, in the unionized utilities, owe it to 
our people and to the building trades 
unions not to invade the actual juris- 
diction of the building trades. We in- 
vite serious conflict when we seek so 
to do. 


l 0 Interference with management’s 

e exercise of its bona fide pre- 
rogatives is growing. Originally, 
unions sought to be consulted only in 
the matter of filling vacancies, primar- 
ily in order to protect their members. 
Now we find labor demanding, and 
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sometimes winning, the right to 
“mutual consent,” not only in the mat- 
ter of promotions, but also in ques- 
tions of discharge or layoff or transfer 
or job content. The attitudes of Fed- 
eral agencies with respect to the union- 
ization of supervisors and, more par- 
ticularly, the recent decision of the Na- 
tional Labor Relations Board, to the 
effect that supervisors may be repre- 
sented by the same union as that of 
which their subordinates are members, 
threaten the necessary right of man- 
agement, particularly in the stable in- 
dustries, to operate its property and to 
control its working forces. 

Even a novice in the field of labor 
relations knows that where a boss is 
subservient to a job steward, control 
rests in the steward and not in the em- 
ployer, and no amount of official 
mumbo jumbo at Washington can alter 
that fact. Further, the establishment 
of seniority as a governing factor in 
tenure and preference in employment, 
now disturbingly common, has brought 
about a decline in competitive effort for 
advancement, and has_ encouraged 
greater reliance upon the union’s OK 
than upon the employer’s approval for 
promotion. All this undermines man- 
agement and, if continued, will render 
management impotent to build up an 
efficient, loyal working force. 


l l Finally, the trend to elimination 

e of the no-strike guaranty is 
growing. So far, efforts to achieve this 
objective have been confined to omit- 
ting the guaranty from union propos- 
als, but occasionally more subtle meth- 
ods are followed. One recent attempt to 
achieve this objective was detected 
when the union proposed that the arbi- 
tration of disputes arising under the 
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terms of the agreement to be made a 
matter of mutual consent, “pending 
which arbitration,” so proposed the 
union, “no strikes or lockouts will oc- 
cur.” Another union proposed that “‘no 
strikes or lockouts shall occur unless 
either party rejects the award of the 
arbitration board.” In the one case, the 
guaranty applied only to the pendency 
of the award and, in the other, the guar- 
anty was dependent upon the whim and 
fancy of either party, depending not 
merely upon who it was that lost the 
decision, but who it was that wanted to 
strike, regardless of the decision. 


_ foregoing indicates that diffi- 
culties continue to be in store for 
the utility employer. All utilities should 
cooperate with one another by exchange 


of information and by counseling with 
one another, to the end that manage- 
ment shall be preserved in the just exer- 
cise of its powers. 

It is not the province of this article 
to suggest general remedies for his per- 
plexing situation. We cannot afford 
much longer to purchase economic 
peace “at any price.” We cannot hope 
for effective remedy, at the state level, 
however, so long as our troubles rise 
out of neglect and incompetence at the 
Federal level. 

If, as a great historian said, “All 
power corrupts, but absolute power cor- 
rupts absolutely,” surely the need for 
courageous action is urgent. We have 
sown the wind ; we shall reap the whirl- 
wind unless courage overrides political 
expediency. 





Accuracy of Estimates 


6OW/ BEN I examine the records of costs furnished by the 
engineers of the United States Army, I lose what 
faith I had in their efficiency. I came before you when the last 
civil functions appropriation bill was under consideration and 
pointed out that they had estimated the cost of the Osceola 
project in Missouri at $28,500,000. We were later told that the 
project would cost $65,000,000. The engineers estimated the 
cost of Hoards Creek project in Texas would be $468,000, 
and it is costing $2,200,000. That has been the history of United 
States Engineers’ estimates on these projects over a period 
of years. There is no question about the inaccuracy of those 
estimates. In practically every case they are low.” 
—ALBERT J. ENGEL, 
U. S. Representative from Michigan. 
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Two-year Operation of the 
New Jersey Rate Plan 


Results of application of formulas designed to pro- 

duce adjustments of return administratively feasible, 

prompt, and inexpensive, with due recognition of 
market realities and relationships. — 


By J. RHOADS FOSTER 


HE New Jersey Plan was adopt- 
ed, in its application to the New 
Jersey Power and Light Com- 
pany, by order of the board of public 
utility commissioners, dated March 28, 
1944, 53 PUR (NS) 1. It was 
characterized in The New York 
Times, March 20, 1944, as “an en- 
tirely new formula... expected to have 
far-reaching effects on utility rate 
regulation,” and in The Wall Street 
Journal, March 21, 1944, as “a desir- 
able innovation which deserves imita- 
tion.” The New Jersey Plan is not in 
fact an entirely new method but was 
described by the editors of the Fort- 
NIGHTLY, March 30, 1944, with better 
understanding, as “the streamlined off- 
spring of the Washington Plan.” 
The editors recognized that the New 
Jersey Plan is based upon three princi- 
pal features of the Washington Plan; 
that is, an agreed rate base, a sliding- 
scale sharing of any excess experi- 
enced over basic return, and quasi auto- 
matic adjustment of charges to con- 
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sumers. Its departures from the Wash- 
ington Plan are principally the inclu- 
sion of two new features, the provision 
of a reserve to stabilize the return and 
a formula to be used for the annual de- 
termination of the basic rate of return, 

The editors of the ForTNIGHTLY 
concluded that although the New Jer- 
sey Plan “represents a long step toward 
. .. prompt, inexpensive, and simplified 
regulation, it is, paradoxically, not a 
very simple document to read or under- 
stand.” In fact, it was commented that 
a dozen complicated income tax forms 
“wrapped up into one big headache... 
would, in our opinion, still fall short 
of the strain which the average lay 
reader would experience in trying to 
grasp the statistical ramifications of the 
New Jersey Plan in detail. However, 
the principles are simple enough, for 
which we can all be thankful.” 


a second annual application to 
the operations of New Jersey 
Power & Light Company.resulted in 
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a rate reduction of $453,000 or about 
8 per cent of gross operating revenue. 
The experience of two years, however, 
is too limited to permit a general ap- 
praisal of the Plan as a method of rate 
regulation. The excess of actual over 
basic return available on the basis of 
rate schedules effective at the time of 
the adoption of the Plan has been only 
partially eliminated. There has been no 
call upon the stabilizing reserve; no 
evidence has been added to support or 
disprove the expectation that the re- 
serve will function under extreme con- 
ditions to stabilize the return and avoid 
or minimize rate increases. 

Nevertheless, the experience of the 
first two years does invite reflections 
upon the subject of simplicity in rate 
regulation. 

The editors of the ForTNIGHTLY 
are not to be taken to task for a light 
and humorous comment. Yet the con- 
tinuous striving of regulatory com- 
missions for simplicity and practicabil- 
ity in regulatory method has its deeply 
serious implications. The facts of 
economic society are not simple, but in- 
tricate, and rate regulation is essentially 
a complex process. The administrator 
who is preoccupied with the end of ad- 
ministrative convenience tends to lose 
sight of the economic goal of the maxi- 
mum utilization of resources at the low- 
est possible cost. 


HE formula in the New Jersey 

Plan for determination of the 
basic rate of return may be assumed to 
be a principal “‘statistical ramification” 
responsible for the “headache.” It is 
true that the applicable principles may 
be stated simply. A public utility is en- 
titled to a return equal to that being 
made at the same time on investments 
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in other business undertakings which 
are attended by corresponding risks 
and uncertainties. The return should 
be sufficient to assure confidence in the 
financial integrity of the enterprise so 
as to maintain its credit and to attract 
capital.* 

What is the quantitative mean- 
ing of these standards in their applica- 
tion-:to the enterprise whose prices for 
service are being regulated? It is mean- 
ingless to say that the revenue should 
be sufficient to enable a company to pay 
dividends on its common stock. The 
question is, in the light of all the 
special circumstances of each case, 
what is the reasonable amount of divi- 
dends or return on the equity invest- 
ment ? 

Assuming a recognition of principles 
and a definition of objectives, compara- 
tive administrative simplicity may be 
found in either of two directions. In 
one direction administrative facility is 
an end in itself, not subjected to the 
discipline of rational thought, or to the 
limitation that the result must be rea- 
sonable and in the public interest. A 
chief purpose has been to avoid tedious 
time-consuming and costly procedures. 
The complex facts of economic be- 
havior and the special circumstances 
of the case may be overlooked or dis- 
regarded in order to achieve this 
simplification. The fair rate of return 
reached by this road of administrative 
convenience is likely to be reasonable 
only as a matter of chance. The avoid- 
ance of adverse economic consequences 
depends upon fortune instead of rea- 


1 Bluefield Water Works & Improv. Co. v 
West Virginia Pub. Service Commission, 262 
US 679, PUR 1923D 

2 Colorado Interstate Gas Co. v. Federal 
Power ae (1945) 324 US 581, 58 
PUR(NS) 65 
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son, the presence of still other un- 
measured factors or merely the lag of 


events. . 
} . yrnenetd kind of administrative 
simplicity is found in the other 
direction, where the available and per- 
tinent economic facts are arranged in 
their proper order and their relation- 
ships subjected to analysis. The 
economic facts include the capitaliza- 
tion of the enterprise subject to return 
regulation, its operating and market 
characteristics, its experienced returns, 
its experienced capital cost rates, in- 
vestors’ appraisals of the amount and 
stability of prospective returns and re- 
lated facts with respect to the cost of 
debt, preferred stock, and equity capi- 
tal. If the securities of the enterprise are 
outstanding with the public and are 
actively traded, the market appraisals 
of the particular investment opportuni- 
ties are the most significant economic 
fact for a determination of the current 
or replacement cost of capital. If the 
securities of the particular enterprise 
are closely held, the appraisals of gen- 
erally comparable investment oppor- 
tunities must be substituted as the most 
significant economic facts. 

As a guide to analysis, the applicable 
principles may be stated in greater de- 
tail for the purpose of a study of the 
cost of equity capital. The cost of 
equity capital includes the price of 


e 


equity capital and related costs of 
financing. The price of equity capital is 
the prospective return which will in- 
duce an adequate supply of capital to 
enter the business upon the most advan- 
tageous cost basis. It is the result of 
the free choices of investors among all 
the alternative opportunities for the 
commitment of available funds. The 
appraisals of alternative opportunities 
for investment are expressed by the 
capitalization rate, which is the ratio of 
prospective income to the price which 
investors are willing to pay for that 


prospect of income. 
7 percentage ratio of earnings 
per share to market price per share 
of common stock, the earnings-price 
ratio, is evidence of the rate at which 
prospective income from a given equity 
investment is capitalized. If the pur- 
pose were to fix a rate of return for a 
company with similar risk characteris- 
tics, and with no common stock out- 
standing in the market, the regulatory 
authority in an ordinary rate case 
might determine the average of the 
earnings-price ratios for the preceding 
month or year, for ten common stocks 
such as those used in the New Jersey 
Plan formula, add something to reflect 
cost of financing, and adopt the result 
as the equity capital component of the 
rate of return allowance. 
This would be a method of admin- 


“THE existence of periods of undue optimism and of undue 
pessimism in the stock market is... reason for the invalidity 
of earnings-price ratios if treated uncritically as measures 


rather than as evidence of the fair rate of return in rate 


regulation. 


The fair return determination should corre- 


spond to the requirements of investment instead of specula- 


tive motivation.” 
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istrative convenience, but it would rest 
upon a false assumption as to the mean- 
ing and significance of the earnings- 
price ratios. They are evidence of the 
capitalization rates, but are not entitled 
to be treated as though they were capi- 
talization rates or were identical with 
the capitalization rates. If the meaning 
and limitations of the earnings-price 
ratios as evidence are not understood, 
the reasonableness of the end result 
depends upon chance instead of judg- 
ment. 


r the determination were made dur- 
ing 1946, the average of the earn- 
ings-price ratios for the ten common 
stocks, reflecting average December, 
1945, market prices and 1945 earnings 
per share (adjusted for significant non- 
recurring items of expense or charges 
against income), would be about 5.3 
per cent. Does this percentage rate re- 


flect.the price of equity capital as at 
about that time to the typical large elec- 
tric utility ? 

Commissioner Nelson Lee Smith of 
the Federal Power Commission im- 
plied an answer in the affirmative when, 
in a paper presented before the 58th 


annual meeting of the American 
Economic Association at Cleveland, 
January 25, 1946, he said: “At the end 
of November, 1945, electric utility 
securities—on a composite basis includ- 
ing common stock, preferred stock, and 
bonds—were accepted by the investor 
at an average over-all yield of 3.6 per 
cent.” ® 

If determined on the basis of the 
1942 earnings per share and average 
market prices for the entire year, the 
average of the earnings-price ratios for 


8 American Economic Association, Papers 
and Proceedings, page 419. 
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the ten common stocks would be about 
9.7 per cent. Does this average reflect 
the price of equity capital to the typical 
large metropolitan electric utility as at 
that time? Has the rate at which in- 
vestors capitalize the prospective equity 
income of such utilities declined more 
than 45 per cent during the past three 
years? Has there been a corresponding 
decline in the equity capital component 
of the fair rate of return on a current 
cost basis? The proposition should not 
be accepted as a basis of regulatory ac- 
tion without inquiry into the meaning 
of the earnings-price ratios and into the 
factors which influence their behavior. 


Ts earnings-price ratio is the per- 
centage ratio of earnings per share 
to the market price per share of the 
common stock (assume representative 
prices in an adequate market for the 
stock). The income component of the 
ratio is always income for a past ac- 
counting period, as reported or as ad- 
justed. The capitalization rate ex- 
presses the relationship between the in- 
come which investors believe to be pros- 
pective and the price which they pay 
for that prospect of income. If because 
of any trends, events, or circumstances 
the anticipated income varies from the 
reported income, the earnings-price 
ratio varies from the true capitaliza- 
tion rate. Actually, there are many 
trends, events, and circumstances which 
influence the prospect of income. All 
of the effects of business cycle changes, 
tax revisions, changes in other costs, 
expected secular growth or expansion 
in scale of operations, and changes in 
regulatory policies are included. 

It was for this reason that the New 
Jersey Plan formula for determination 
of the equity capital return rate pro- 
SEPT. 12, 1946 
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RESULTS OF THE APPLICATION OF THE NEW JERSEY 
RATE ADJUSTMENT PLAN 
Test Years 1944 and 1945 
1945 


. Rate base $17,045,523 
. Basic rate of return (%) 6.66 5.49 


$ 1,127,389 $ 935,799 
Less 3% on balance in stabilizing reserve at beginning of year 29,250 30,314 


Basic return $ 1,098,139 $ 905,485 
Experienced return (as adjusted) 240,5 1,284,080 


. Additional return $ 142,451 $ 378,595 
. Transferred to stabilizing reserve 35,454 15, 

. Reduction in return effective in following year (from ap- 

plication of sliding scale) 57,812 248,791 


. Total operating revenues ‘ ooee $ 5,417,565 $ 5,711,046 
. Tax multiplier for converting indicated reduction in return 
to gross reduction in revenue 7.53 


PON OM ~aY ne 


1.82 

. Revenue reduction effective in following year 435,000 $ 453,000 
Applied in the form of: 

Billing credits 231,000 287,000 

Rate schedule revisions 204,000 166,000 


Stabilizing reserve: 
At beginning of year $ 975,000 $ 1,010,454 
Transferred from experienced return 35,454 15,094 


. At end of year (full reserve requirement) $ 1,010,454 $ 1,025,549 


Basic rate of return: 
18. Debt capital cost rate (%) 
Preferred stock capital cost rate (%) 
Equity capital return rate (%) 


Weighted average (%) 
Equity capital return rate: 
Yearly earnings-price ratios for: 
The test year (%) 
The year prior to the test year (%) 
The second year prior to the test year (%) 


. _ _ Average (%) 
. Capital structure factor 
. Equity capital return rate (%) 


OND 
Sez 


yore se 
ime Ep Or 
ANOS 


— 


* The minimum according to the Plan; the average of the median four among the ten earn- 
ings-price ratios was 5.97 per cent. 
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vided an extended process of averaging 
the earnings-price ratios of the 
barometer common stocks for the pur- 
pose of bringing the result closer to 
the true capitalization rate.* 


TS steps in this process of averag- 
ing were described as follows in 
the report to the board in connection 
with the Plan: 


First, the earnings-price ratio for any one 
common stock is determined by use of the 
average of the monthly highest and lowest 
market prices during the year. Second, the 
influence of accidental divergencies and ex- 
tremes is minimized by use of the arithmetic 
average of the median four among the ten 
earnings-price ratios, which in the Plan is 
called “yearly earnings-price ratio.” Third, 
the influence of short-run factors which op- 
erate beyond a single year is moderated by 
use of a moving 3-year average of the 
yearly earnings-price ratios, which in the 
Plan is called “average earnings-price ratio.” 

As a final precaution, it is provided that the 
yearly earnings-price ratio shall be taken as 
no more than 9 and no less than 63 per cent. 
For instance, earnings-price ratios in excess 
of 9 per cent might result from a tem- 
porary discounting of current earnings in 
anticipation of increased expense levels. 
Earnings-price ratios less than 64 per cent 
might be caused by a wave of speculative 
buying. These influences, even though pres- 
ent for two or three years, should not in- 
fluence the equity capital cost rate. 

The yearly earnings-price ratios might 
press upon these limits as the consequence 
of a long-term trend, in either direction, in 
the cost of equity capital. It is provided, 
therefore, that in this eventuality the limits 
iL) subject to reconsideration. (Paragraph 


The purpose of the procedure is elimina- 
tion of fluctuations resulting from short-lived 
attitudes of optimism and pessimism in the 
market, and adjustment of the basic rate of 
return to long-term trends in the cost of 
equity capital. (Report to board, page 80.) 


It might have been added that this 
process of averaging was not expected 


* The report to the board in connection with 
the Plan expresses the understanding that the 
income per share will be stated for the ten 
barometer common stocks after such adjust- 
ments for significant nonrecurring items “as 
commonly are made by an informed security 
analyst on the basis of information available in 
the published statement.” (Page 79.) 


to eliminate the effect of all diver- 
gencies between the earnings-price 
ratios and the actual capitalization 
rates. The use of a moving 5-year or 
8-year average instead of the moving 
3-year average probably would more 
adequately accomplish this purpose. 
However, the Plan provides for con- 
tinuing annual determinations ; over an 
extended period variations of the re- 
sult from a reasonable return will be in 
both directions, and the stabilizing re- 
serve is available as an ultimate safe- 


guard. 


. may be suggestive if the results of 
the 1946 application of the Plan are 
reviewed in relation to the two differ- 
ent kinds of administrative simplicity. 

The definitions and procedures speci- 
fied by the Plan were found to be ex- 
plicit. The determination of the basic 
rate of return required no more than a 
few days’ work by a qualified analyst 
and was accepted by the regulatory 
commission and the company without 
controversy. The procedure was simple 
and the proceeding was both expedi- 
tious and inexpensive. The application 
of the formulas resulted in an equity 
capital return rate of 8.85 per cent 
(line 27 of the attached schedule), a 
basic rate of return of 5.49 per cent 
(line 2)°, a basic return of $905,486 
(line 5), and a reduction in revenue of 
$453,000 (line 12). The cost of the 


5 The basic rate of return for the tést year 
1945 varies from that for the year 1944 in part 
because of the refinancing of the outstanding 
debt and preferred stock during 1944. This re- 
financing was assured prior to adoption of the 
Plan. Inclusion of the cost rates related to the 
refinanced issues for part of the test year 1944 
tended to lengthen somewhat the time which 
would be required to reach a lower level of ex- 
perienced return. This was one among several 
compromises incident to the development and 
adoption of the Plan. 
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proceeding was a fraction of what 
would have been the cost of a deter- 
mination in the absence of the defini- 
tions and “statistical ramifications” of 
the formulas. 

The 1946 determination would have 
resulted in a rate of return of less than 
5 per cent if the search for adminis- 
trative simplicity had taken the form 
of an uncritical acceptance of the earn- 
ings-price ratios as a measure of the 
price of equity capital. The average 
of the earnings-price ratios for the ten 
barometer stocks was about 5.3 per 
cent on the basis of the December, 
1945, prices. Such a basis for estab- 
lishing the fair rate of return would be 
invalid, not because inconsistent with 
the earnings-price ratios of other com- 
panies, but because unrelated to the rate 
at which prospective equity income is 
being capitalized by the investors in 
such companies. 


) geonpemnge the most important cause 
of the difference between the earn- 
ings-price ratios and the actual capitali- 
zation rates as at December, 1945, was 


the new Federal income tax rates 
effective for 1946. 

An anticipated tax reduction of im- 
portance, such as removal of the war- 


time excess profit taxes, results in re- 


appraisals of the values of the shares 
being traded. Market prices tended to 
increase because of the anticipated in- 
creased earnings per share. The earn- 
ings-price ratios, expressed as the re- 
lationship between past earnings and 
the current market prices, tended to de- 
cline to a level below the rate at which 
prospective income actually is being 
capitalized in the market. The favor- 
able progress of the war provided rea- 
son during 1945 for the hope and ex- 
pectation that the burden of the war- 
time taxes soon would be lifted in 
whole or in part. During the last half 
of the year, attention was turned to 
specific proposals for tax revision. The 
general rise in the market prices of 
common stocks during the year un- 
doubtedly was related in a special and 
significant manner to the anticipated 
effects of tax changes thought to be in 
prospect. Unless adjusted they are in 
this circumstance misleading and in- 
valid as measures of the equity capitali- 
zation rate. 


pre of the Federal Power 
Commission has supplied infor- 
mation in table below concerning the 
per cent change in net income and in 
taxes charged to electric operations, in 
the first quarter of 1946 compared with 
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Percentage Change 
In Total Taxes 
Charged to Elec. 

Operations 
1946 over 1945 

Increase 

Decr. less than 10.0 

Decr. 10.1—20.0 

Decr. 

Decr. 


Industry 


Electric Power Statistics, § 4, Table A. 
SEPT. 12, 1946 


Per cent of 


(Based on 
Revenue) Fed. Taxes 


Percentage Change 
In Taxes Charged 
To Elec. Operations Change in 

1946 over 1945 Net Income 
All Taxes 1946 over 1945 

11.1 

( 6.4) 

(14.6) 

(23.6) 

(35.0) 


(16.9) 


Percentage 


14.0 


(33.2) 
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TWO-YEAR OPERATION OF THE NEW JERSEY RATE PLAN 


the same quarter of 1945, largely as the 
result of the tax revisions contained in 
the Revenue Act of 1945. 

The proportionate increase in equity 
income was typically greater than the 
increase in net income. Only ignorance 
of the facts would permit a contention 
that in December, 1945, or earlier the 
prospect of increases in equity income 
had no influence on the market prices 
of the common stocks of electric utili- 
ties. 

The earnings-price ratios are influ- 
enced in a contrary manner if there is 
a general expectation of increases in 
taxes. Because of the war conditions, 
high income taxes were urged early in 
1941 and the Revenue Act of 1941 was 
enacted in October of that year. Con- 
sideration was given by security an- 
alysts to the probable effect of high 
taxes on corporate earnings and the 
market prices of common stocks tended 
to be adjusted to the changed prospects 
of income. The earnings-price ratios 
expressed as the relationship between 
past earnings and the market prices 
moved upward to a level typically in 
excess of 10 per cent during the early 
months of 1942. They did not at that 
time reflect the reappraisals of antici- 
pated income and tended to deviate 
from the rates at which that income 
actually was being capitalized in the 
market. 


green the 1941-1942 trend 
toward higher earnings-price 
ratios, nor the 1945-1946 trend toward 
lower earnings-price ratios, although 
in themselves facts, demonstrates the 
existence of corresponding movements 
in the rates at which prospective income 
was in fact capitalized by investors. 
Therefore, the effect of this cause, and 
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of others, of deviation between the 
earnings-price ratios and the capitaliza- 
tion rates is “moderated” by the pro- 
vision in the Plan formula for the use 
of the 3-year moving average. 

The existence of periods of undue 
optimism and of undue pessimism in 
the stock market is another reason for 
the invalidity of earnings-price ratios 
if treated uncritically as measures 
rather than as evidence of the fair rate 
of return in rate regulation. The fair 
return determination should corre- 
spond to the requirements of invest- 
ment instead of speculative motivation. 

The prices of securities purchased 
in anticipation of a short-run profit 
from price appreciation may not re- 
flect in significant degree appraisals of 
prospective income. It is the essential 
character of the speculator that he buys 
because he thinks stocks are going up, 
not because he thinks they are bargains. 
Conversely, he sells when he thinks the 
tide will turn. When the speculative 


‘motive is dominant, either in the mar- 


ket for a particular stock or in the 
stock market generally, the prices are in 
degree unrepresentative of investor ap- 
praisals of prospective income. 


's charges for utility services were to 
be established on the basis of bull 
market prices, the returns would be in- 
sufficient to attract additional capital, 
so far as the effect of this factor is con- 
cerned, whenever market prices of com- 
mon stocks again primarily reflect ap- 
praisals of the value of prospective in- 
come. On the other hand, and for cor- 
responding reasons, if charges for serv- 
ices were established on the basis of 
bear market prices the returns would 
be excessive, so far as the test of ability 
to attract capital at reasonable prices is 
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concerned, when the period of undue 
pessimism had passed. 

Recognition of this market be- 
havior added to the “statistical ramifi- 
cations” of the New Jersey Plan. It 
was considered that its effect might be 
inadequately counteracted by the ex- 
tended process of averaging and it was 
provided that the yearly earnings-price 
ratio should be taken at no more than 
9 and at no less than 6.5 per cent. The 
attached schedule shows that the mini- 
mum of 6.5 per cent was effective in 
determining the “yearly earnings-price 
ratio” for 1945. 


pre et of regulatory procedure is 
a desirable goal and thoughtful at- 
tention should be given to means of 


achieving this goal. Regulation should 
not respond haltingly and stiffly to the 
demands of new circumstances and 
problems. On the other hand, regula- 
tory facility and simplicity should not 
be ends within themselves, sought by 
methods which disregard the realities 
of economic facts and relationships. It 
is submitted that in rate of return de- 
termination it is possible to develop 
procedures which are administratively 
feasible, prompt, and inexpensive and 
which at the same time recognize the 
market realities and relationships. In 
view of the increasing use of the pru- 
dent investment rate base, the rate of 
return should be increasingly subjected 
to discerning analysis in the light of its 
function in rate regulation. 





United States Debt 


wall? BY total debt of the United States today, public and 
private, is approximately $441,000,000,000. 

“That debt load is more than a billion dollars for every con- 
gressional district in the United States. On the basis of its 
number of representatives, Alabama would carry the interest 
and principal reduction burden of a $9,000,000,000 debt. On 
the same basis, Arkansas would need enough productive assets 
to carry the burden of a $7,000,000,000 debt. 

“Obviously, the wealth of the nation is not divided accord- 
ing to congressional districts. But this method of division should 
make it possible for members to visualize the existing financial 
burdens upon our people—burdens so heavy no Congress has 
had the courage to levy to meet them in sixteen years.” 

—Howarp H. Burrett, 
U. S. Representative from Nebraska. 
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Government Utility 
Happenings 


Companies Failed on Rural 
Power Job, Wickard Says 


C= that the private electric utili- 
ties have “failed in their job of 
rural electrification” were made by Rural 
Electrification Administrator Claude R. 
Wickard in a recent speech. 

Addressing a meeting of the American 
Institute of Codperation at Lafayette, 
Indiana, on August 30th, the REA execu- 
tive announced that the electric codpera- 
tives financed by his agency had taken 
over a major share of the task of extend- 
ing electric service to farm areas. He 
added that “the only way” to bring the 
benefits of electricity to “all rural people” 
would be “through codperative rural elec- 
trification.” 

Tracing the ll-year history of the 
Federal government’s program to ad- 
vance rural electrification, Administrator 
Wickard declared that the REA co-ops 
had grown in number to nearly 900, with 
a total of 1,500,000 members in two- 
thirds of the counties of the country. 
More than a third of the nation’s electri- 


fied farms are served by co-op lines, he © 


said. 

He indicated that the codperatives had 
undertaken the job of electrifying farm 
areas chiefly because no other group was 
going about it in a satisfactory manner. 
On this point, he said: 

The program which the REA co-ops are 
carrying out today grew out of a great un- 
satisfied need on the part of our rural people. 
Central station electric service was devel- 
oped in this country over a half century ago; 
yet as late as 1935 its benefits were confined 
almost wholly to the urban areas. In 1935, 
only one out of every ten of our farms en- 
joyed this modern necessity. 


When the Rural Electrification Ad- 


zk 





ministration was established in 1935, the 
commercial power companies “came forth 
with a pledge of codperation from the 
industry.” However, Administrator 
Wickard continued, a group of spokes- 
men for the private electric industry “be- 
littled the size of the farm electrification 
job to be done,” and the industry has 
maintained such a viewpoint to the pres- 
ent. Therefore, “we cannot depend upon 
the power companies to determine the 
size of the job or to get it done.” 

“The commercial power companies in 
1935 quickly cooled off on cooperating 
with the Federal government’s rural elec- 
trification program,” the REA Admin- 
istrator contended. In the first two years 
of REA’s existence, when the agency 
had a loan fund of $100,000,000, the 
companies borrowed “less than $1,000,- 
000” from the government for farm 
electrification. This compared with total 
loans of $11,000,000 borrowed by co- 
6peratives and some $2,000,000 advanced 
to public bodies for this purpose during 
the same period. 

“Just why the commercial companies 
have failed in their job of rural electrifi- 
cation and still minimize the opportuni- 
ties in that field may seem difficult to 
understand,” Mr. Wickard added. He 
commented further, as follows: 

To some extent it is, perhaps, due to their 
lack of vision as to how much electricity 
would be used by farm people. Also they 
think in terms of sufficient revenue to pay 
the large salaries and fees, the huge amounts 
for publicity and so-called public relations 
activities, and still leave something for the 
holders of their bonds and stocks. In 1935, 
as today, they wanted to confine the exten- 
sion of their lines strictly to those rural 
territories which offer maximum return, 


Administrator Wickard then digressed 


361 SEPT. 12, 1946 








PUBLIC UTILITIES FORTNIGHTLY 


to quote some of the records of the co- 
Operatives in repaying their REA loans 
—$95,000,000 has been repaid in interest 
and principal payments ; $20,000,000 of 
this amount was repaid in advance of due 
dates ; overdue payments on interest and 
principal amount to less than one per cent 
of the total amount due. 

“That is a better record than has been 
made by the utility interests,” Mr. Wick- 
ard commented, “and there is little won- 
der that REA codperatives become some- 
what resentful when the commercial com- 
panies make reference to themselves as 
‘business-managed’ companies, with the 
insinuation, of course, that the co-ops are 
not so managed.” 


pg ape the Administrator add- 
ed, the codperatives have followed a 
policy of “area coverage”—making elec- 
tricity “available to everyone in a rural 
area”—and have extended service at low 
costs. On the latter point, he declared: 


Coéperative rural electricity offers the best 
means of seeing that costs are kept at a 
minimum, There are no huge salaries, slush 
funds, watered stocks, in the electric codp- 
eratives. Furthermore, these codperatives 
have set new standards for line construction. 
Through better design they have built better 
lines at lower costs. Today the REA co-ops 
are the only rural power distributors that 
seem to be trying to hold down line con- 
struction costs. . . . Contrast this with the 
fact that the profit utilities show little con- 
cern about holding costs down, since they 
are practically on a cost plus basis. They go 
to state utility commissions and show their 
costs and ask that their rates and their profit 
be established accordingly, no matter how 
high their cost figures may be. 


The basic question in regard to finish- 
ing the job of rural electrification, Mr. 


Wickard concluded, does not resolve it- 
self to a choice between service from co- 
Operatives or service from corporations. 
He said: 


Millions of rural people who are today 
enjoying electricity would not have it except 
through the codperative way. Millions more 
will not have it, at least in the foreseeable 
future, except through the codperative way. 
. .. The choice is between electricity and no 
electricity ... 


The Administrator also upheld the 


co-ops’ “right to build their own generat- 
ing facilities when necessary.” In de- 
manding this privilege “they are no 
different from other farm co-ops, which 
have found it essential to assure them- 
selves of control over raw materials as 
well as processing and distribution,” he 
declared. 
¥ 


Congressmen Oppose Cut Back 
Of Federal Works Program 


RESIDENT Truman’s recent efforts to 

balance the budget by reducing ex- 
penditures for Federal public works 
projects during the current fiscal year 
have resulted in formal protests from a 
group of southern Congressmen. 

Stirred to action by Senator McKellar, 
Democrat of Tennessee, this group of 
legislators has scheduled a special meet- 
ing to voice their sentiments against the 
President’s specific recommendations for 
curtailing flood control, and rivers and 
harbors work. The protest session will 
be held in New Orleans on September 
20th, it has been announced. 

President Truman had asked all Fed- 
eral agencies dealing with public works 
projects, other than housing and some 
emergency projects, to defer all except 
their most urgent construction until the 
end of the fiscal year. Such reductions 
were to be made despite the fact that the 
agencies had received congressional ap- 
propriations for broad construction pro- 
grams. The objective, the President ex- 
plained, was to keep the government from 
competing for critically scarce materials, 
as well as to effect budgetary economies. 

His recommendations for reducing the 
War Department’s civilian works pro- 
gram (which includes flood control, and 
rivers and harbors developments) by 
some $124,000,000 were assailed by Sena- 
tor McKellar, who rallied a number of 
his colleagues to stage the protest meet- 
ing. Incidentally, Senator McKellar pre- 
viously had criticized the President’s sug- 
gestion that the Tennessee Valley 
Authority, in complying with his defer- 
ment order, should postpone construction 
of the South Holston dam, one of two 
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GOVERNMENT UTILITY HAPPENINGS 


TVA dam projects for which funds were 
voted during the recent session of Con- 


gress. 


yong: Overton, Louisiana Demo- 
crat, issued a statement in reference 
to the New Orleans meeting, explaining 
the position of its sponsors. The state- 
ment was signed by Senators Overton 
and McKellar; and Representatives 
Mansfield, Democrat of Texas, and 
Whittington, Democrat of Mississippi. 
Senator Overton is acting chairman of 
the Senate Commerce Committee. Repre- 
sentatives Mansfield and Whittington 
are chairmen of the House Rivers and 
Harbors and Flood Control committees, 
respectively. 

The statement denounced the Presi- 
dent’s deferment order as “without either 
constitutional or statutory authority,” 
and termed it “an assumption of unwar- 
ranted and drastic power by the execu- 
tive department.” 

Meanwhile, the various agencies 
affected by the deferment proposal an- 
nounced that they were proceeding with 
measures to comply with the President’s 
instructions. A War Department spokes- 
man announced that the Army would 
“comply fully” with the requested slash 
in civilian works projects, though there 
might be some difficulty in meeting the 
desired reduction in spending for mili- 
tary purposes. With the Interior De- 
partment’s Bureau of Reclamation; 
which was ordered to reduce a proposed 
construction program of $170,000,000 
for the current year to $85,000,000 and to 
spend no more than an identical amount 
during fiscal 1948, the picture was less 
clear. However, bureau officials reported 
that they had reviewed all of their 
scheduled projects with regional and field 
reclamation offices with a view toward 
ascertaining what work might best be 


postponed. 


| ago ELECTRIFICATION ADMINISTRA- 
TION, it was thought at first, had been 
covered by certain language contained in 
the directive issued by the Office of War 
Mobilization and Reconversion to imple- 
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ment the President’s recommendations. 
One section of this directive stated that 
its provisions would apply to construction 
projects undertaken by “a codperative or 
public utility involving the provision of 
Federal funds in whole or in part...” 

However, on August 15th, OWMR 
Director John Steelman issued a state- 
ment which “made it clear that his direc- 
tive placing a moratorium on Federal 
construction projects did not restrict the 
loan programs of Federal agencies such 
as the Rural Electrification Administra- 
tion.” The Steelman statement noted 
that “projects financed under these loan 
programs are in the hands of state and 
local groups and not subject to Federal 
review” under terms of the original 
OWMR directive. 

Shortly after the clarification was 
made by Mr. Steelman, officials of REA 
announced that Administrator Wickard 
had written to all the borrowers of that 
agency advising them of this develop- 
ment. The Wickard letter said that 
“loans will continue to be made by the 
Rural Electrification Administration for 
the purpose of providing essential elec- 
tric service to rural people. Borrowers, 
however, in all of their expenditures are 
urged to cooperate to the greatest extent 
possible in carrying out the President’s 
objective of avoiding inflationary pres- 
sures.” 

Mr. Wickard further suggested that 
REA borrowers “refrain from placing 
orders for materials for normal inven- 
tory in excess of minimum requirements ; 
defer general plant improvements where- 
ever possible ; and delay as long as pos- 
sible the purchase of tools, equipment, 
and motor vehicles.” 


. 
FCC Readies Utility Radio 


Service Standards 


EGULATIONS governing utility radio 
services licensed by the Federal 
Communications Commission became 
effective on September 9th. The regula- 
tions, which were announced last month 
by FCC, are described in detail in the 
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“Wire and Wireless” department of this 
issue of the FoRTNIGHTLY. 

The FCC regulations prescribe stand- 
ards for communications in the radio 
spectrum from 25,000 to 30,000,000 kilo- 
cycles, in which certain frequencies had 
previously been allocated for use by pub- 
lic utilities, including electric, transit, and 
petroleum services. The electric utilities 
are especially interested in radio as a 
means of communications with mainte- 
nance crews on service calls. 

Incidentally, the new regulations pre- 
scribe methods of obtaining FCC licenses 
for codperatives as well as for other 
groups in the utility industry. It had been 
reported that some electric codperatives 
which had purchased, or were contem- 
plating purchasing, 2-way radio equip- 
ment for service calls, had become im- 
patient over the delay in obtaining licenses 
for use of such equipment. FCC, how- 
ever, after reallocating frequencies 
throughout the spectrum, has been busy 
setting up procedure regulations for 
handling the many demands for new 
types of radio services for which licenses 
have been sought in the past few years. 


” 


McPhail Predicts Expansion 
Of Public, Private Power 


NCREASING demands for electricity in 
the “foreseeable future” will insure 
the continued expansion and prosperity 
of both publicly and privately owned 
power developments, according to Har- 
vey F. McPhail, director of power utili- 
zation for the Bureau of Reclamation. 
Mr. McPhail told members of the Na- 
tional Rural Electric Codperative Asso- 
ciation at a meeting in Yellowstone Na- 
tional Park, Wyoming, on August 27th, 
that he could not imagine “any develop- 
ment of public power” to an extent that 
would supply more than a portion of the 
power market. He said: 

The American power market is expand- 
ing rapidly, partly because of a technology 
that is progressing by leaps and bounds, and 
partiy because of low-cost power supplied by 
publicly owned plants and transmission sys- 
tems. But I cannot imagine in the foreseeable 
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future, unless it comes through the public 
ownership of atomic energy, any develop. 
ment of public power that will supply more 
than a portion of the market, Even with the 
most optimistic development of oy power 
that can be foreseen, there will be a con- 
stantly expanding demand for both publicly 
and privately produced electrical power, 


He also commented upon the codpera- 
tion between the Bureau of Reclamation 
and REA, which “is evidenced by almost 
daily meetings of the representatives of 
both organizations...” 


A example of the results effected by 
such codperation, he continued, was 
furnished by recent Reclamation Bureau 
efforts to obtain funds for a transmission 
line in northeastern Colorado. The short- 
age of power in this area “threatened the 
very existence of an REA cooperative.” 
The request for the line, however, was 
met with opposition on the grounds that 
there was insufficient need. But, “the 
REA came forward with supporting 
evidence of this need, and with the help 
of your people, necessary funds were ob- 
tained from the Congress.” 

This result, he declared, led him to the 
conclusion “that if both REA and the 
Bureau of Reclamation perform their 
functions efficiently with their common 
aim to serve the public with low-cost 
power, no opposition can stop our pro- 
gram.” 

Codperation between these two Fed- 
eral agencies in power matters should 
extend beyond the seeking of solutions 
for mutual technical problems, Mr, Mc- 
Phail contended. Joint efforts also should 
be made “in telling our story to farmers 
and businessmen throughout the country, 
in order that the advantages of low-cost 
public power may be fully realized.” 

Such suggestions recall the power 
policy statement issued last January by 
Harold Ickes, then Secretary of the In- 
terior. One provision of the Ickes policy 
urged that Interior power agencies lend 
“active assistance, from the very begin- 
ning of the planning and authorization 
of a project . . . to the organization of 
public agencies and codperatives for the 
distribution of power in each project 
area.” 
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Wire and Wireless 
Communication 


YSTEM companies of the American 

Telephone and Telegraph Company 
have made deep inroads in their old ap- 
plications for telephone service, but new 
requests are rolling in faster than tele- 
phones can be installed. 

The system has been putting in tele- 
phones at the rate of about 250,000 a 
month and the number in service has been 
increased by 1,731,243 so far this year. 
However, unfilled orders still total more 
than 1,850,000, about the same backlog 
as at the end of 1945. On July 31, 24,- 
416,000 phones were in service. 

About 75 per cent of the applications 
m hand VJ-Day have been filled and 
most of the current orders represent re- 
quests filed this year. The company re- 
ported a net new demand for telephone 
service for the first seven months of this 
year in excess of 2,200, i 


pared with a net gain of 256,000 tele- 
phones in service. 

Shortage of telephone instruments no 
lnger presents a problem as the supply 
isadequate. But about 1,775,000 orders 
are being held up because of the shortage 
central office equipment, which includes 
switchboards and automatic dialing 
equipment and outside wire and cables. 
The remaining orders merely are await- 
ing installation. 

Western Electric Company, AT&T’s 
manufacturing subsidiary, is breaking 
production records in its attempt to meet 
the demands of the Bell system. How- 
tver, telephone equipment, particularly 
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switchboard apparatus, is of an intricate 
character, and its manufacture and in- 
stallation are a time-consuming process. 
Delays also are being encountered be- 
cause of the lack of basic manufacturing 
materials, notably lead, copper, cotton, 
and steel. 

In a recent week, Western Electric 
reached a new high in the production of 
telephones when it turned out 96,000. 
This is three times the number manu- 
factured in any prewar week and more 
than 50 per cent over the rate at the first 
of this year. Production of dial central 
office equipment already is at 150 per 
cent of prewar levels. 

Western Electric has increased its em- 
ployees by nearly 30,000 since November. 
The present 96,000 figure exceeds the 
wartime peak. It also has increased its 
manufacturing floor space by nearly 1,- 
400,000 square feet since the end of the 
war, now utilizing 15,000,000 square feet 
of manufacturing space. 

However, if material shortages con- 
tinue it may be some time before the Bell 
system companies can fill service de- 
mands. 


ro board of directors of the Ameri- 
can Telephone and Telegraph Com- 
pany on August 21st voted to recommend 
to stockholders a new issue of convertible 
debentures in an amount not to exceed 
$351,000,000, an increase in the author- 
ized capital stock of the company from 
25,000,000 to 35,000,000 shares, and the 
adoption of an employees’ stock plan 
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under which up to 2,800,000 shares may 
be issued and sold to employees of the 
company and its subsidiaries. 

A special meeting of stockholders to 
vote on the recommendations will be held 
on October 16th. Proxies and accom- 
panying statements describing the pro- 
posals were being prepared and were 
scheduled to be mailed September 7th. 
Since approval by holders of two-thirds 
of the shares outstanding is required to 
authorize the convertible issue, the com- 
pany emphasizes the importance of stock- 
holders returning their signed proxies 
promptly if they do not expect to attend 
the meeting in person. Stockholders of 
record at the close of business Septem- 
ber 13, 1946, will be entitled to vote. 

Proceeds from the sale of both deben- 
tures and stock would be used to provide 
funds for extensions, additions, and im- 
provements to the plant of AT&T and its 
subsidiary and associated companies, and 
for general corporate purposes. 


*» = * * 


ben availability of radiotelephone 
service for emergency use by public 
utilities generally was authorized by the 
Federal Communications Commission on 
August 21, 1946. The order, which is 
pursuant to the general pattern of the 
radio spectrum allocations determined 
by the FCC last year, sets forth the vari- 
ous qualifications and procedure which 
public utility companies must follow in 
applying for this type of service. The 
order defines “utility radio service” as 
the communications used in connection 
with the operation of public utilities. 

The following utilities are covered by 
the new regulation: electric power, nat- 
ural or manufactured gas, water or steam 
service, transit utilities, and petroleum 
pipe lines. The regulation covers opera- 
tions by corporations, individuals, part- 
nerships, or cooperatives. Presumably, 
the word “corporation” would also cover 
utility activities of municipalities and 
public utility districts. 

The order limits the power which a 
utility radiotelephone service may have 
to a maximum of 2,000 watts for fre- 
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quencies of 2 to 6 megacycles, 500 watts 
on frequencies of 25 to 100 megacycles, 
and 600 watts on frequencies above 1 
megacycles. Provision is made for form 
applications, records, tests, and other de- 
tails, Frequencies for each particular 
utility group in this classification are also 
set forth. 


* += & *& 


— “radiopaging” service, enabling 
a person to sit in a theater or ball 
park and still know when he is wanted 
on the telephone, has been authorized on 
an experimental basis by the Federal 
Communications Commission, it was an- 
nounced recently. 

Sherman Amsden, managing director 
of the Telephone Answering Service, 
New York city, confirmed that his or- 
ganization had received permission to 
erect a high-frequency transmitter to in- 
troduce the mobile message service. 

The heart of “radiopaging” is a small 
portable receiver about one and a half 
times the size of a package of cigarettes, 
Mr. Amsden said. Using the miniature 
tubes perfected during the war, it would 
contain a very small speaker that would be 
audible only when held against the ear. 
Each subscriber to the service would re- 
ceive a code number. When a doctor was 
enjoying a night off, for instance, he 
could put the receiver to his ear. If he 
heard his code number, he could go toa 
telephone and receive his message. 

Once the subscriber had responded to 
the electronic summons, according to Mr. 
Amsden, his code number would be 
dropped from the list continually being 
announced from the central transmitter. 

Through use of suitable relay stations 
that would take advantage of the induc- 
tive properties of railroad tracks, he 
added, it might even be possible to reach 
a subscriber while he was traveling 
the subway. 

Other possible uses would be to enable 
a housewife to take her children to the 
park without worrying if anyone were 
trying to reach her on the phone and to 
enable delivery services to keep in 
with their employees in the field. 
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While no tentative rates have been 
fixed for the service, Mr. Amsden said 
they would be substantially below rates 
to be charged by the New York Tele- 
phone Company when it introduces 2- 
way radiotelephone service for automo- 
biles this fall. 

He revealed that the Telephone 
Answering Service, which is a privately 
operated concern, already was working 
on further improvements in radiopaging. 
One receiver now in the laboratory 
would respond only if the subscriber’s 
particular code number were called. 


x * * * 


NATIONAL telephone worker's union 
whose sole aim would be collective 
bargaining was outlined in Denver last 
month by Joseph A. Beirne, president of 
the National Federation of Telephone 
Equipment Workers, which has 47 affili- 
ate groups. Beirne, now on a 3-month 
tour of the country, discussed the need 
for merging the “loosely constructed” 
federation at a mass meeting of workers. 
“Collective bargaining is the sole rea- 
son for tightening up the telephone work- 
ers’ organization,” the youthful presi- 
dent said. “Our national union would 
differ from other national unions in that 
administration, elections, dues, and other 
matters would remain in local jurisdic- 
tion. There would be no opportunity for 
leaders to perpetuate themselves in 
office.” 

Beirne said a policy of the federation 
is the elimination of wage differentials 
existing throughout the country in the 
industry. 

“These are inherited differentials re- 
sulting from the historical and territorial 
growth of industry,” he declared. “We 
believe the job should be rated uniformly 
according to its value.” 

Living costs, the telephone workers’ 
president said, are about the same every- 
where. 

** * * 


HE Federal Communications Com- 
. mission is preparing to place city 
Policemen and firemen in the higher 
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reaches of the radio spectrum. The 
agency had allocated 29 frequencies in 
the 30-megacycle to 40-megacycle sec- 
tion of the radio spectrum for use by 
state police and municipal police and fire 
services, and it recently added 7 more 
frequencies in the same region for cities 
using radio for the first time. 

But all these frequencies are filled up 
tight, and the FCC has started a 7-year 
plan to move some of the cities to higher 
frequencies where more spectrum space 
is available. The FCC plans to give about 
seven years to cities to make the move 
because it estimates that is the life of the 
average radio transmitter. The old equip- 
ment can thus be completely written off 
by the time municipal stations are forced 
to a new radio frequency. 

The FCC has received a flood of pro- 
tests from cities that will be affected— 
particularly those in the neighborhood of 
Boston—but it believes that is because 
these cities do not understand the change 
will not be required for a period of years. 

The higher frequencies will give 
municipalities some advantages, accord- 
ing to Joseph Wofford, FCC engineer. 
There will be less static and fewer dead 
spots (areas where reception fades out). 
Most important, the bothersome “skip ef- 
fect” will disappear. This phenomenon is 
particularly common in the summer time, 
Radio messages travel upward until they 
hit the ionosphere and then bounce down 
to emerge on transmitters at roughly 1,- 
000-mile intervals from their point of 
origin. 


HE Florida state police calls have 

been heard this summer by patrol 
cars in Maryland, New Jersey, and parts 
of Virginia. Michigan and Alabama state 
police can hear each other’s orders. 

The FCC plans to keep the state police 
systems “downstairs” since transmitters 
on lower frequencies can cover a larger 
listening area. With fewer municipal 
stations in the 30—40-megacycle band, 
Mr. Wofford thinks frequencies can be 
reallocated to eliminate skip effect inter- 
ference. Large cities also will stay down- 
stairs. 
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Right now, the FCC figures, about 2,- 
300 cities and states operate police radio 
systems. Including mobile units in patrol 
cars, there are 33,000 transmitters de- 
voted to police activities. Fire depart- 
ments also are taking to the airways in 
increasing numbers. 

Smallest cities to use the service are a 
few New Jersey municipalities with only 
a few thousand population. New York 
city has only 30 to 40 transmitters—most 
of the police cars are equipped only to re- 
ceive, and policemen have to hunt a tele- 
phone call box to report back to the sta- 
tion house. 

Los Angeles, with about 4,000 trans- 
mitters, is considered the top-ranking 
municipality in use of radio. 


ce oe 


HE right of a government agency to 

deprive stockholders of their busi- 
ness because of illegal acts of company 
officials will be argued before the United 
States Supreme Court in the fall term. 

Immediately involved in the case is the 
license of a radio station, denied by the 
Federal Communications Commission on 
application for renewal. The license was 
denied on the ground that for twelve 
years the corporation filed with the FCC 
applications which were verified by a re- 
sponsible officer of the corporation but 
which falsified the true ownership of a 
substantial block of the company’s stock. 

The court of appeals has held that this 
drastic penalty, causing the ownership 
the “entire loss of its good will and 
serious impairment of its capital assets,” 
should not be imposed. If penalty is 
needed, the court suggested, it should be 
in the form of criminal action against the 
company official or officials who may have 
been at fault. 

Woko, Inc., of Albany is the station 
against which the FCC order banning the 
continuance of business is directed. The 
FCC has appealed to the Supreme Court. 


*_ * & * 


HE Bell system unveiled its rural 


radiotelephone experiment last 


month at Cheyenne Wells, Colorado. 
SEPT. 12, 1946 


After weeks of installation and test. 
ing, the short-wave equipment, which 
extends regular wire telephone service 
to eight farm homes, was turned over to 
the subscribers under regular operating 
conditions, and another “famous first” 
became Colorado history. 

This is still an experiment, engineers 
for the Mountain States Telephone & 
Telegraph Company said, but with ap- 
proval of the Federal Communications 
Commission it is now operating under 
regular commercial conditions. 

The eight ranch families did not apply 
for the service. Engineers for the Bell 
Laboratories, working with the Moun- 
tain States Company engineers in Colo- 
rado, went to them. The Cheyenne Wells 
area, in eastern Colorado near the Kan- 
sas border, was chosen as a testing 
ground for technical reasons. The fam- 
ilies served were picked because they are 
isolated from all telephone and power 
lines in scattered locations, 11 to 21 miles 
from town. From their experience, tele- 
phone experts hope to gain the “know 
how” to extend such service to another 
million rural homes within the next few 
years. 

The visible equipment looks. like any 
telephone, but there is a switch to flip. 
This transmits a radio signal to Cheyenne 
Wells, where the central operator gets 
the usual light on her switchboard, and 
answers. The telephones ring in ordinary 
part-line fashion. Subscribers pay the 
same rates charged by the Mountain 
States Company for regular wire service 
in rural areas. 

* * * * 


“ae HE Western Union Telegraph Com- 
pany reported last month that op- 
erations in the first half of 1946 resulted 
in a net deficit of $5,141,438, compared 
with a net income of $1,049,725 in the 
six months to June 30, 1945. Gross op- 
erating revenues declined $6,032,666, or 
6.5 per cent, to $86,684,394. 

Joseph L. Egan, president, said the de- 
ficit was caused chiefly by the wage n- 
crease awarded employees last Decem~- 
ber by the National War Labor Board, 
and reduced revenues. 
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and 
Comment 


By OWEN ELY 


Transit Earnings Remain at 
Wartime Levels 


T had been generally anticipated that 
the wartime boom in trolley and bus 

operations would quickly subside with 
the advent of peace. However, this view 
overlooked the long delays in restoring 
the nation’s supply of private autos, 
taxis, etc. Also, while traffic to big muni- 
tions centers may have declined, peace- 
time operations are apparently filling 
the gap. 

And the psychological factor of an 
ample supply of nickels in workers’ 
pockets may also play a part in the well- 
sustained level of transit operations. 

Table I reflects the earnings record 
for the first half of 1946 for typical 
transit companies. This shows that there 
was relatively little change in total 
revenues as compared with last year, 
while increases in share earnings seem to 
outweigh decreases. 

Greyhound Corporation has thus 


e 


far reported only for the first quar- 
ter of 1946, in which period it showed a 
gain in gross of about 8 per cent, while 
share earnings jumped from 54 cents last 
year to $1.21 this year. The increase in 
net earnings of certain transit companies 
in 1946 is probably due largely to sav- 
ings in Federal taxes, which have more 
than sufficed to offset increased labor 
and material costs. Where excess profit 
taxes were not a factor, the trend of net 
income has generally been downward. 


HE accompanying charts afford a 
long-term picture of the industry 
based on census figures and data reported 
by the American Transit Association. 
The wartime “comeback” of the old trol- 
ley lines is reflected in the chart of 
gross revenues, 
Table II presents our usual quarterly 
tabulation on transit company stocks. 
The industry has not followed the elec- 
tric power and light companies in the 
practice of reporting earnings for 


TABLE I 
TREND OF TRANSIT EARNINGS IN FIRST HALF OF 1946 


Revenues (Mill.) 
1945 


$12.6 
8.1 
§.3(a) 
7.1 

St. Louis Public Service A... 13.4 13.1 


1946 
$12.1 
8.3 
5.3(a) 
7.7 


Baltimore Transit pfd. ...... 
Twin City Rapid Trans. ..... 
Kansas City Public Service .. 
Third Avenue Transit (bonds) 


Eastern Massachusetts St. 
Railways 

Philadelphia Transportation . 

Cincinnati Street Railway .... 

National City Lines 


$92.4 


$92.5 


Share Earnings 
Inc. Dec. 1946 1945 Ine. 
4% $464 $294 58% 
3% 2.91 1.81 61 
14(a) .49(a) 
9 1.40(b) 1.59(b) 
1.65 84 97 
2.23 1.88 19 
36 AS 
94(c) 90(c) 5 
1.98 1.03 93 


41(d) .53(d) 23 


(a)—Five months. (b)—Number of times mortgage interest earned. (c)—Sevem months: 
(d4)—Three months. (e)—Not including newly acquired properties. 
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“twelve months ended”; instead, earn- 
ings are reported on a cumulative basis 
for the calendar year. It is, of course, 
impracticable to use these three months’ 
and six months’ figures (see Table 1) as 
the basis for price-earnings ratios, hence 
the 1945 figures have been retained in 
Table II. 

Another difficulty in appraising the 
transit stocks is the top-heavy capitaliza- 
tion of companies such as Baltimore 
Transit and Eastern Massachusetts 
Street Railways, with their large pre- 
ferred dividend arrears, and Third 
Avenue Transit, with its large arrears on 
the adjustment bonds. 

National City Lines, one of the few 
“modern” holding companies in the 
transit industry, has now been listed on 
the Big Board and is described in The 
Exchange, official publication of the New 
York Stock Exchange, The company has 
enjoyed rapid growth in the past decade 
and now has substantial interests in 29 
bus and streetcar companies located in a 
dozen or more states. The stock has re- 


cently been split two for one. The sys. 
tem structure is somewhat complicated 
but a complete description can be ob- 
tained from the Stock Exchange Listing 
Application. 

Share earnings showed a gain of 93 
per cent in the first half of 1946, which 
is a tribute to the company’s ag- 
gressive management. It is refreshing 
to watch the successful upbuilding of a 
transit holding company at a time when 
electric holding companies are being torn 
down by legislative fiat. 


§ B. American Transit Association 
recently issued the fourth (1946) 
annual edition of its“Transit Fact Book,” 
which covers the operations of the indus- 
try through the year 1945. This 59-page 
pamphlet contains numerous tables and 
attractive charts depicting the trend of 
traffic and revenues, electric power con- 
sumed, capital and maintenance expendi- 
tures, equipment and route mileage, and 
various employment and payroll statis- 
tics. 


z 


TABLE II 
TRANSIT COMPANY STOCKS 


8/22/46 
Where Price 
Traded About 


Baltimore Transit 

Los Angeles Transit 

Rochester Transit 

Syracuse Transit 

Twin City Rapid Transit 

Kansas City Public Service . 

Third Avenue Transit S 

St. Louis Public Service “A” .O 

Eastern Massachusetts Street 
Railways 

Capital Transit 

Philadelphia Transportation . 

Sndutiy-Seantien Transit ....O 

Cincinnati Street Railway ....O 

National City Lines Ss 

Chicago, South Shore & ~—. 


12 Mos. 


Price- 
Earn. 
Ratio 


Recent Share 
Earnings 
mount 


Yield 
About 


Div. 
Rate 
Dec. (a) 
Dec. : : $1.00 
Dec. 46 : 1.00 
Dec. ; 2.00 
Dec. (b) 
Dec. 30 
Dec. 

Dec. 


Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 


Dec. 


S—Stock Exchange. C—Curb Exchange. O—Over the counter or out-of-town exchanges. 
(a) Arrears on preferred stocks. (b) Seven per cent preferred stock (with arrears of $51.14) re 
deemed April 20th; My se dividends paid on new prior preferred stock. (c) Full interest not 


paid on income bonds. 


Deficit. (e) Four dollars and sixty-four cents earned on $5 preferr 


stock in firsthalf of 1946, compared with $2.94 in the previous period ($6.68 was earned in the 
calendar year 1945). There are arrears of about $45. (f) The “A” stock will be split two for one. 
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FINANCIAL RECORD OF THE TRANSIT INDUSTRY 1912 - 1945 
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An Illuminating Discussion of 
“Fair Value” and Depreciation 


HE Louisiana Public Service Com- 
mission, in issuing Order No. 4346 
(Docket No. 4271) relating to electric 
rates of Louisiana Power & Light Com- 
pany, has surveyed the broad field of 
valuation and depreciation theory, and 
reached certain clean-cut conclusions: 
The old Supreme Court decision of 
Smyth v. Ames required original cost, 
teproduction cost, and capitalization to 
be taken into account, but the determina- 
tion of current value (reproduction cost) 
has proved expensive and time-consum- 
ing, involving endless controversies over 
present unit costs, appraisal of intangi- 
bles, and the amount of depreciation to 


be allowed, In 1923 Justice Brandeis 
stated his theory of “prudent invest- 
ment”; #.¢., that the actual money in- 
vested in “used and useful property,” 
rather than the ever-changing current 
value, should be protected. An important 
implication of the theory was that the in- 
vestor should not benefit by any capital 
gain in the value of his investment, 
though the rate of return should be suffi- 
cient to attract purchasers for his inter- 
est should he desire to dispose of it. 


HE Brandeis theory of prudent in- 
vestment (which differed from the 
Massachusetts version) suffered many 
defeats in the courts but was finally ac- 
cepted by the Supreme Court in the Hope 
Natural Gas Case, which “laid the 
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From Passenger Transport 


ghost of Smyth v. Ames to rest and left 
regulatory commissions free to build the 
rate regulation process on prudent in- 
vestment.” In announcing its adoption 
of prudent investment, the Louisiana 
commission proceeded to comment on 
the implications of the theory, as follows: 
1, Prudent investment may include an ex- 
cess amount over original construction cost 
when such excess results from (a) arm’s- 
length bargaining in a purchase, (b) 
integrating the property into a larger and 
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more efficient system, and (c) improving 
service and/or obtaining lower rates; but 
the total excess cost should be amortized 
during remaining life of the property. 

2. The rate base at any time should be the 
original cost plus unamortized plant acquisi- 
tion adjustments, plus a reasonable allow- 
ance for inventory and cash working capital, 
less the amount of capital secured from cus- 
tomers as contributions and construction ad- 
vances. 

3. The rate of return should be the per- 
centage of the rate base which will yield 
sufficient gross income (after amortization 
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of plant acquisitions) to pay bond interest 
and sufficient stock dividends to maintain the 
credit of the utility, attract new capital, re- 
ward good management, and enable the 
investor to recoup at any time the money he 
has prudently invested. However, the com- 
mission held that the rate must be deter- 
mined in each individual case after consider- 
ing “the efficiency of the operation of the 
subject utility, market prices and ratios of 
earnings to market value of the stocks and 
bonds of similar enterprises operating under 
similar conditions, and any -other relevant 
facts.” Questions regarding the reasonable- 
ness Of expenses and taxes do not present 
any special problems, the commission held. 
(This would hardly have been the case be- 
fore excess profits taxes were terminated.) 

4. Depreciation does, however, raise some 
problems and the commission refers to the 
“tremendous engineering and accounting ef- 
forts” which have been made to show that 
loss of service life is an evenly proceeding 
process. “It seems to us,” the commission 
states, “that this entire process, although 
theoretically desirable, is unrealistic and is 
overstressed and unduly complicated by too 
great a desire for mathematical exactness 
and certainty (and) ... seems to be a hang- 
over of the old fair value process.” Accord- 
ingly, since the concept of fair value is being 
abandoned, this theory of depreciation 
should be abandoned along with it. 


ENCE the commission rejected the 

mechanical methods of fixing de- 
preciation rates, including the straight- 
line and sinking-fund methods. “Due to 
the fact that general interest rates for 
money change from time to time, and due 
tothe fact that scientific progress changes 
the foreseeable useful life expectancy of 
material and equipment from time to 
time, any sinking fund based on a fixed 
rate and a fixed period of time would be 
unsatisfactory and subject to serious in- 
frmities. For the same two reasons, any 
fixed service life basis for straight-line 
annual depreciation would be inflexibly 
ignoring the possibility and probability 
of technological changes which will have 
substantial bearing on length of useful 
life of material and equipment . . . The 
judgment of the management of each 
utility when properly supported by esti- 
mates of future conditions and records 
of past performance of depreciable prop- 
erty should be accorded considerable 
weight. Therefore, we propose to allow 
an annual depreciation allowance based 
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on a fixed percentage of the cost of 
property, but with the understanding 
that this fixed percentage will be subject 
to revision when facts appear or are 
presented which would indicate the 
equitableness of such revision.” 

This would appear offhand to be a re- 
turn to the old “retirements” theory 
which has been largely abandoned by 
other commissions in favor of mechan- 
ical methods. (See the discussion of the 
straight-line theory as applied by the 
New York commission to Consolidated 
Edison, in the previous issue of this de- 
partment, pages 296-9.) However, the 
commission held that the reserve belongs 
to the customer during the interim period 
before the property is retired, and that 
he is entitled to receive whatever interest 
can be earned by judicious use of the 
money. Hence the annual interest earned 
by the investment reserve should be de- 
ducted from net operating revenue in 
computing allowable return. The rate of 
interest charged against the reserve 
should never be greater than the allowed 
rate of return but “may be less upon a 
showing by the utility that a lesser rate 
is justified.” 


T may be interesting to append a sum- 
mary of the findings of the commis- 
sion with respect to Louisiana Power & 
Light, reflecting the application of these 
views. The average gross plant account 
was derived by averaging the amounts 
for the beginning and end of the period 
involved. To this was added cash work- 
ing capital equal to two months’ operat- 
ing expenses, and also an allowance for 
inventory. From this was deducted capi- 
tal which had been contributed by cus- 
tomers (a relatively small item), together 
with one year’s amortization of plant ac- 
quisition adjustments, the resulting fig- 
ure being the electric rate base. While 
total plant acquisition adjustments 
amounted to about 9 per cent of gross 
plant account, the commission held that 
the remaining unamortized amount could 
be included in full, since it was based 
on arm’s-length bargaining “and because 
of the many advantages accruing to the 
customer.” In this connection, the com- 
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mission recited that the company’s rates 
are lower than those charged by Louisi- 
ana municipal plants, as well as by rural 
electric codperatives, 


* 


American Power & Light 
Company 


HEODORE R. Mackout of Cohu & 

Torrey has prepared a 19-page re- 
port on American Power & Light com- 
mon stock. His conclusion is that the 
break-up value ranges between $40 and 
$50 a share. The system has been a major 
beneficiary of the new tax law and the 
study predicts that earnings for the year 
1946 will exceed $4 a share (disregard- 
ing dividend arrears on the preferred 
stocks). As a matter of fact, the subse- 
quently released statement for the twelve 
months ended May 31st shows earnings 
of $4.45 a share compared with $1.62 for 
the corresponding previous period, For 
the three months ended May 3lst the 
balance after charges was almost double 
that of last year. Earnings per share on 
the common stock for this quarter would 
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Power & Light’s 
Equity in 1945 Effect to Est. 


American 


Income of 


Subsidiaries 


Dallas Power & Light 

Texas Electric Service 

Texas Power & Light 

Florida Power & Light 
Kansas Gas & Electric 
Minnesota Power & Light .... 
Montana Power 

Northwestern Electric 

Pacific Power & Light 
Portland Gas & Coke 
Washington Water Power .... 


Miscellaneous assets 


Total estimated value 


have been approximately $1.51 compared 
with 55 cents last year. 

The accompanying table (000’s omit- 
ted) is summarized from a more detailed 
table contained in the study. (Because of 
space requirements, we have had to omit 
numerous explanatory footnotes.) The 
latter also presented a column for “rea- 
sonably foreseeable income” which to- 
talled $21,500,000, as compared with the 
pro forma income of $28,750,000. The 
liquidation values ranged from approxi- 
mately 5 to 21 times estimated foresee- 
able income, the average for all subsidi- 
aries being 16.7 to 18 times the over-all 
foreseeable income. In terms of pro 


forma income, however, the average 
price earnings ratios would be 12.6 to 
13.6. 


The study also discusses the earnings 
estimates on the basis of allowable regu- 
latory returns, analyzing the assumed 
rate bases and the allowable rates of re- 
turns (6 per cent and 6} per cent). The 
result of this method was a valuation 
ranging from $369,000,000 to $372,000,- 
000 (as compared with $368,000,000 to 
$389,000,000 in the first estimate). 


Pro Forma In- 
come Giving Estimated Value of 
Amer, Power & Light's 

Savings and 1946 Investments 


Federal Taxes Low High 
$ 1,670 $ 21,500 $ 23,500 
3,5 40,000 


4,080 50,000 
75,000 
20,000 
19,000 


Deduct liquidation values of Power & Light’s preferred 


stocks, including arrearages 


Remainder represents estimated liquidation value of Power 


& Light’s common stock 


Estimated liquidation value per share 
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What Others Think 


Progressive Public Transit — Essential 
To Prosperous Cities 


N a recent address, Charles E. Ebert, 
president, Philadelphia Transporta- 
tion Company, discussed the transit situa- 
tion in our cities. His observations cast 
much light upon various phases of this 
very necessary community service which 
are generally too little understood. 
He emphasized at the beginning of his 
talk that “transit has one need of first im- 
portance.” He declared: 


This primary need is the recognition by 
chambers of commerce, merchants, govern- 
ment agencies, and the public that sound and 
progressive transit is an essential requisite 
of prosperous communities. ... 

The fact that man has always chosen to 
live with his fellow men is the chief reason 
for the modern city. And that fundamental 
instinct of mankind is a fair guaranty that 
the metropolis is here to stay... . 

An instinct of equal importance is that, 
within the city, people move about, here and 
there, usually for short distances and for 
countless reasons, but always they move, So 
we have the makings of problems for the 
city planners, and for the men who operate 
the industry of which I am a part. Granting 
the interest and understanding of those en- 
gaged in city planning and administration, 
the transit industry can make distinct con- 
tributions to the solution of these pressing 
problems. 


4 Be the speaker asked, “just what 
is the transit industry? The answer 
to that question, I believe, depends upon 
the point of view from which you regard 
s.” He then continued: 


If you live in a great American city, the 
chances are almost six to one you will call 
on us daily to take you to the office or fac- 
tory, to stores, to church, to school, to the 
zoo or ball park, or down to the theater to 
see the latest movie. Approximately 85 per 
cent of the adult population of large metro- 
politan centers use public transit. They ride 
our subway and elevated trains, our street- 
cars, trackless trolleys, and busses. 

All together, the American people turned 
to transit for 23,000,000,000 short rides last 


year. That may be compared with 900,000,000 
carried by the railroads and a little over 500,- 
000,000 on intercity motorbuses (longer dis- 
tances of course). Rides per capita on pub- 
lic transit vehicles range from 150 a year in 
cities of 50,000 population to more than 500 
a year in cities of 1,000,000 or more. To 
handle this tremendous job the industry has 
available 27,000 streetcars, 48,000 busses, 10,- 
000 elevated or subway cars, and 3,500 track- 
less trolleys... 


Referring to the personal viewpoint of 


each individual, depending upon how in- 


timate his contact may be with the facili- 
ties of city transit, Mr. Ebert mentioned 


a survey, carefully conducted, made in 


Philadelphia. This survey revealed that 


. almost nine out of ten customers of 
central city department stores and large 
specialty shops reached the shopping coun- 
ters via local transit vehicles. As compared 
with the 88 per cent who came on subway 
trains, streetcars, busses, trackless trolleys, 
and suburban railroad lines, only 8 per cent 
arrived by automobile, 3 per cent walked, and 
less than 1 per cent used taxicabs. These 
ratios, incidentally, show little variation from 
those disclosed by previous surveys extend- 
ing back into the 1920’s 

Another recent survey in Philadelphia re- 
vealed that, of all the parked automobiles 
lining the curbs of narrow downtown streets, 
only 2 per cent belonged to shoppers. This 
fact had a decided influence on the attitude 
of merchants toward parking and was an im- 
portant factor in subsequent action to reduce 
traffic congestion . 


T appears that the end of the war 


brought “unprecedented congestion” 


to downtown Philadelphia. The Phila- 
delphia committee for the relief of traffic 


congestion was organized to find means 

for correcting the conditions. As to the 

steps taken and the results attained, the 
speaker remarked : 

On this committee were citizens represent- 

ing business and civic interests, city officials, 


traffic engineers, and representatives of the 
automobile clubs and the transit company. 
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The committee engaged a research firm to get 


the facts. The parking and shoppers surveys, 
to which I have already referred, were under- 
taken. When the facts were published and 
discussed by all interested elements, action 
came quickly in the form of a trial city 
ordinance drastically restricting parking on 
downtown streets and reversing the flow of 
traffic on certain one-way thoroughfares to 
eliminate long-standing bottlenecks. Police 
enforcement was strict. Best of all, the new 
regulations received united support of the 
merchants, the chamber of commerce, the 
automobile clubs, and the public in general. 

Results were most gratifying. Motorists 
and taxicab passengers get through the .cen- 
tral city area in virtually half the time for- 
merly required. Streetcar riders are saving 
from 15 per cent to 22 per cent in time. Acci- 
dents have been reduced. The over-all result 
was so universally beneficial that the trial 
ordinance was made permanent. 

If any one conclusion can be drawn from 


this successful community effort, it is this— 


get the facts, then tell the businessmen and 
the people. You can count on them and their 
elected representativ es to do the rest. Since 
this codperative effort worked so well in 
Philadelphia, I know that similar efforts in 
all American cities would be equally success- 
ful if all interested bodies will consult and 
~~ hee with the local transportation offi- 
cials, 


Observing that the major problem 
arises from the fact that we have too 
many vehicles on our streets, and that 
most city streets were designed for the 
horse-and-buggy days, Mr. Ebert said: 


We must face the fact that street widening 
in central city areas cannot be undertaken 
except at virtually prohibitive cost and 
effort. 
cannot be made to have, enough capacity for 
all to travel in private vehicles. Even if 
this were possible, where could the vehicles 
be stored in congested centers? Based on the 
national average load of 13 persons per auto- 
mobile, each auto passenger requires 140 
square feet of parking space. The average 
office worker requires about 150 square feet 
of office space to do his work. Obviously 
then, if everyone tried to come to work in 
automobiles, another building the same size 
as each office building would be needed for 
parking. And that says nothing about the 
customers. 

Street wile on a large scale is not the 
answer. . ave little choice except to 
make the i, ats of what we have. 


T is at this point, the speaker declared, 
that the public transit men must be 
called in. He said that “much of our 
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City streets do not now have, and 


thinking and talking is about moving 
vehicles rather than people. Transit is an 
efficient user of street space because it 
moves people.” He further commented: 


The average citizen, traveling in a street- 
car or bus, uses only 70 square feet of street 
space. As an automobile rider he requires 
500 square feet—seven times as much. Put- 
ting it another way, the maximum number of 
people that can be carried by a single lane of 
automobiles on the most modern grade- 
separated super highway, is 2,600 an hour. A 
lane of busses, operating on an ordinary city 
street and contending with crossing delays, 
has a capacity, by moderate loading stand- 
ards, of 9,000 people an hour, Streetcars can 
move 13,500 an hour. These figures illus- 
trate the point that public transit uses street 
space economically, that it keeps moving, and 
that provision for public transit facilities in 
city planning programs offers a practical, 
low-cost method of relieving traffic conges- 
tion. 


Calling attention to the vast expendi- 
ture of one and one-half billion dollars 
authorized by Congress for American 
highways—both urban and rural—dur- 
ing the first three postwar years, Mr. 
Ebert urged the need of a development 
of “transit thinking” on the part of Pub- 
lic Roads Administration and of state 
highway commissions in this country. 
This was the point he was making: 


Federal and state highway men—accus- 
tomed to thinking in terms of automobile and 
truck transportation—are now coming into 
the big cities to tell how to build highways 
and handsome, wide expressways which will 
carry automobiles in or through town in jig 
time. 

Now good city planning provides for these 
through or long-distance movements and also 
the movement within the city of water, elec- 
tricity, sewerage, telephone communication, 
and the products of industry and necessities 
of daily living. But most important of all are 
the short daily journeyings of the people 
themselves. No better instrument has been 
devised for handling this movement effi- 
ciently than the cars and busses of the transit 
industry. 


KE ACH city and town, the speaker noted, 
has its own special problems. All of 
the men of the industry, both operators 
and manufacturers, are working hard to 
augment the attractiveness and comfort 
of transit service, he declared, which 
means new and modern cars and busses, 
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better operating methods, and courteous, 
sales-minded employees. The speaker 
added : 


In your own community are men in the 
transit field who are alive to the importance 
of their service. They know that a well- 
rounded, prosperous community life depends 
on efficient transit and they are anxious to 

work with you on plans for the betterment 
of your city and its people. Sometimes you 
may find these men handicapped by rates of 


Our greatest need is a recognition by cham- 

rs of commerce, merchants, government 
agencies, and the public, that sound and pro- 
gressive transit is an essential requisite of 
prosperous communities. The industry is 
ready and willing to aid in resolving the 
problems of the modern city. But to make 
its best contribution it must have public 
understanding and a seat at the council table 
where the planning is done. 


Inasmuch as transit service occupies so 


vital a place in our community life, it is 
heartening to see so comprehensive a 
statement upon the need for wider recog- 
nition of that fact. Perhaps the beneficial, 


fare which do not permit needed progress. 
Only too often, it seems to me, our prob- 
lems have not been understood, nor has our 
importance to the community been fully ap- 
preciated. I say that in no spirit of criticism, 


since the state of affairs is largely of our own 

making. 

In closing, Mr. Ebert reiterated the im- 
portance of the point he emphasized in 
opening his address, with this thoughtful 
statement : 


practical results of the Philadelphia 
transit survey, related by Mr. Ebert, may 
serve as an incentive to other communi- 


ties to study to find remedies for the 


traffic congestion which may be troubling 
them. 





Lively History Reviewed—Sixty Years 
Of Electric Service 


N a 40-page booklet, recently published 
by the Detroit Edison Company to 

accompany an issue of their employees’ 
magazine — Synchroscope — a fascinat- 
ing story is told of private enterprise in 
the electric utility field in Detroit, since 
its inception in that city sixty years ago. 

The booklet is entitled “Retirements 
on Our 60th Anniversary” and commem- 
orates both that anniversary and the re- 
tirement this year of 119 men and women 
from the company’s service. Most of the 
pages are given over to biographical 
sketches and photographs of the em- 
ployees who are retiring, to whom a 
friendly and understanding farewell 
statement is addressed by J. W. Parker, 
president and general manager. 

The historical story, under the head- 
ing, “The Job We Did,” is told in the 
first half-dozen pages of text. It is a story 
filled with the drama of the development 
and growth of the electric utility indus- 
try, with its steady progress—techno- 
logically and in ever-widening scope of 
service—from its infancy to the present 
time. 
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This story begins with these words: 


Sixty years ago, in the leisurely, pleasant 
community of 145,000 people that was De- 
troit in 1886, a new industry took root which 
would multiply the population and dimen- 
sions of the city, transform the tempo of its 
life, and write an unforgettable chapter in 
two world wars. 

For 1886 was the year that the Edison 
Illuminating Company of Detroit, forerun- 
ner of the Detroit Edison Company, began 
the operation of Detroit’s first central sta- 
tion for the generation of electricity for all 
purposes, ... 

It had a capital stock of $250,000 and was 
the first company to have a comprehensive 
plan for serving with electricity the city’s 
homes, offices, stores, and factories. It was 
licensed to use the Edison 3-wire system, 
the only practical one for the distribution of 
direct current for light and power. 

It was then two decades since the close 
of the Civil War ; great continental railroads 
had recently been built and huge trusts and 
corporations were being established. It was 
an era of rugged individualism in which the 
unfettered spirits of the day were harness- 
ing and exploiting the far-flung resources 
of the nation. 


Wr on November 8, 1886, serv- 
ice began, there were just 89 cus- 
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tomers and the load was 63 kilowatts. 
The machinery installed was designed for 
the operation of 4,000 lamps of 16-candle 
power. As to the equipment in that 
original plant, the story states: 

There were two boilers of 300 horsepower 
each to furnish steam to operate four Ar- 
mington & Sims high-speed engines of 150 
horsepower each. Eight 50-kilowatt bipolar 
dynamos were belted in pairs to the en- 
gines.... 

The station generated direct current and 
served only a small area in the heart of 
downtown Detroit where a network of un- 
derground tubes had been laid. These mains 
were capable of carrying the plant’s output 
up to a capacity of 20,000 lamps. 

The original business was in lighting 
only, and the rate was 18 cents per kilo- 
watt hour. In 1887 the company em- 
barked in the power business, and sup- 
plied motors on a rental basis as an in- 
ducement to take service. 

An interesting account is given of the 
problems facing the company during the 
following ten years—cut-rate competi- 
tion by other companies entering the 
field, and the establishment by the city of 
Detroit of its own generating plant for 
electric street lighting—in the face of 
which the Edison Illuminating Company 
continued to grow, increased its capac- 
ity, and even turned customers away. It 
reduced rates and established promo- 
tional rates to encourage increased use 
of electricity throughout the home. 

By this time, the story reveals, the rival 
companies were reaping the fruits of their 
uneconomic and unorthodox ways of 
doing business. Two of these companies 
were taken over by the Edison Iluminat- 
ing Company, and its two plants tied to- 
gether with the other two. As alternating 
current generation was then beginning 
to develop much more rapidly than direct 
current, the company embarked on this 
phase of the business. It decided on a 
frequency of 60 cycles, and in 1899 began 
buying 60-cycle machinery, which was 
considered a fortunate and important de- 
cision. 


wn 1903 the Detroit Edison Company 
was organized, and stock was sold to 
eastern interests to provide funds for 
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purchase of equipment to care for the 
growing load. In that year, construction 
was begun on the first of Detroit Edi- 
son’s river-front plants, three miles west 
of the center of Detroit. Of this plant, 
known as Delray No. 1, the story re- 
marked: 


... It took the place of the four steam plants 
of the old companies (which had an aggre. 
gate capacity of 4,870 kilowatts) and pro- 
vided ample reserve power for the growing 
needs of the city, The new plant began op. 
eration in August, 1904, with two turbogen. 
erators of 3,000 kilowatts each. At this time 
turbogenerators were just making their way 
into the electrical transmission industry, re- 
placing the cumbersome reciprocating en. 
gines, and their early adoption by the De. 
troit Edison Company was a progressive 
step. When Delray No. 1 was completed in 
1906 it had five 3,000-kilowatt turbogenera- 
tors, delivering 15,000 kilowatts continuous- 
ly and 20,000 kilowatts for about two hours, 
... When Delray No. 1 was being built local 
wiseacres shook their heads over its size, 
contending it was far too big for Detroit's 
needs. Nevertheless, by 1907, increased busi- 
ness demanded another plant and Power- 
house No. 2 was started. Its first turbogen- 
erator, which went into service in 1909, was 
of 14,000 kilowatts continuous capacity. A 
second unit of the same size was installed in 
1910 and a third in 1911. During the first four 
years of the Delray plant’s operations, aver- 
age domestic rates for a 40 kilowatt-hour bill 
fell from 9 to 5 cents per kilowatt hour. 


The recital of developments from 1911 
to 1946 is one of continued progress— 
greater load demand and extension of the 
service area to keep pace with the rapid 
and large growth of the city of Detroit 
and its environs. All this required more 
and more generating capacity, resulting 
in the erection of the Conners Creek, 
Marysville, and Trenton Channel plants, 
as well as additions to capacity at the two 
Delray plants, and the building of a third 
plant at that location. The total capacity 
of all of the company’s plants at the end 
of the Second World War was 1,223,800 
kilowatts—compared to the eight 50- 
kilowatt dynamo installation in the 
original 1886 plant. 


iy is of especial interest that the pro- 
gressive story reveals, as the years 
passed, the increased size and greater 
efficiency of generating units and boiler 
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“CAN’T YOU MAKE UP YOUR MIND? ARE YOU GOING IN OR COMING OUT?” 


equipment installed. The management, it 
appears evident, was alert to take advan- 
tage of the latest improvements in the art 
as they were developed—in fact, the story 
makes clear that its own engineers were 
engaged in constant research along those 
lines. 

The periods of the two world wars are 
touched upon, with the heavy demands 
for power by industry, and the story tells 
how increasingly busy the company was 
kept in serving domestic customers. The 
comment is made that “hand in hand with 
the employment of progressively more 
efficient machinery and with increasing 
business, the rates of the company have 
gone down, until the average domestic 
rate is now less than a third of what it 
was in 1903.” And, as to the company’s 
excellent public relations, it is stated that 
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“this achievement is the work not only 
of the company’s management but of all 
its employees.” 

This story, prepared for Detroit Edi- 
son’s employees, provides them with an 
informative and entertaining account of 
how their company—one of the pioneers 
among the many private enterprise com- 
panies, in providing the present extensive 
and efficient service of electricity supply 
throughout this country—has carried on 
for more than half a century, to meet the 
ever-growing domestic and industrial 
demands of a great city. It is a record of 
achievement in which they can take pride, 
for, as noted above, the employees are 
given credit for sharing in the making of 
that record as well as the management. 

The pages of this booklet present such 
a factual picture that they should be of 
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interest to old-timers and newcomers in 
the private utility industry. While the 
story is, naturally, confined to the affairs 
of Detroit Edison and its predecessors, it 
also affords a graphic illustration of the 
development and growth which has been 
characteristic of the business-managed, 
investor-owned electric utilities in the 
United States. The half-dozen pages pro- 


vide a vivid presentation of the accom- 
plishments in the productive use of ven- 
ture capital by men of imagination, 
courage, and foresight. It is a record of 
what has actually been done by private 
initiative, and, done without government 
suggestion or assistance. It makes very 


interesting reading, indeed. 
—R. S.C. 





Public Should Be Better Informed on River 
Development Economics 


N the July issue of the Journal of the 
American Water Works Association 
are two papers on river basin develop- 
ment, which were presented at the annual 
conference in St. Louis, in May. Each 
paper approaches the problems incident 
to the many phases of river development 
objectively, and makes special note of the 
stake which every citizen has in the way 
in which these projects are set up and 
carried out. 

Writing upon “The Economic Uses of 
Our Inland Waterways,” E. B. Black, 
consulting engineer, Black & Veatch, 
Kansas City, Missouri, touches upon 
transportation and waterways, water 
versus rail costs, with illuminating com- 
ments upon the objections to waterways. 
He gives a comprehensive survey of the 
Flood Control Act of 1944, with informa- 
tive detail as to what that act has meant 
in furthering work on Missouri river 
multiple-purpose projects. Considerable 
detail also is presented in this paper re- 
garding proposed Arkansas river de- 
velopments, with special reference to the 
hydro power features, and to a market 
study in a report compiled in December, 
1944, by the Federal Power Commission. 

Observing that the utilization of our 
rivers in the public interest creates a 
sizable financial debt which the public has 
to pay, Mr. Black stated: 

The Flood Control Act of 1944 provides 
for flood protection and irrigation projects 
which will definitely be of great benefit to 


the public at large, and thert are, of course, 
other minor developments incidental to these 
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major projects which may also operate to 
the best interests of the public. But under 
the same act, millions of the public’s dollars 
may be so invested that they cannot operate 
in the public’s interest. 

The public pays the bill for the millions 
of dollars invested in public utilities through 
rates, through ownership of securities, and 
in many other ways, and due consideration 
should be given to the duplication of utilities, 
such as transportation, which can never be 
handled by inland rivers as we expect it to 
be handled by rail, by pipe line, by truck, 
and by air. 


ye other paper, by W. W. Horner, 


consulting engineer, Horner & 
Shifrin, St. Louis, Missouri, on the 
“Utilization of Rivers in the Public In- 
terest,” directs attention to the fact that 
at the present time the higher utilization 
of our streams may be undertaken from 
the national level either by existing Fed- 
eral agencies or by the creation of a Fed- 
eral authority. Each form of procedure, 
the speaker noted, has its adherents, 
strongly organized into pressure blocs, 
all of which have the common objective 
of getting in their own basin as extensive 
facilities as possible. 

The difference between the procedures, 
both from the viewpoint of the Federal 
Treasury and of good technical engineer- 
ing, observed Mr. Horner, is not too 
great. But, he said, there is a difference 
from the side of political and economic 
philosophy, and it was that viewpoint 
which his paper discussed. 

In a few brief and searching para- 
graphs, the speaker presented a clear pic- 
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ture of TVA, especially as to its powers council could render in carrying forward 
and duties, and its branching out into all the many and diverse developments re- 
manner of paternalistic activities in the quired in the Missouri river basin, the 
valley. He observed, with respect to this speaker closed his remarks with this 
Federal undertaking : thoughtful comment: 


The authority has been operated now for 
a number of years at the expense of the 
Federal taxpayers of about a billion dollars, 
and has greatly benefited the people of the 


“noble experiment,” it may be 
classified as a distinct success. The question 
now before the Congress, and the people of 
the United States whom they represent, is 
whether it is in the public interest to dupli- 
cate this form of organization and proce- 
dure in all of the other major river valleys of 
the United States. Bills have been introduced 
in Congress subdividing the country into val- 
ley authorities, Specific bills have been in- 
troduced for certain valleys, and of these 
the Arkansas, the Missouri, and the Colum- 
bia have received the greatest support. In 
general, the authority in these new bills is 
granted even wider powers of operation than 
in the original Tennessee Valley Act. 


iy considering the merit of this pro- 
posal, Mr. Horner said, one might 
examine the situation in these valleys 
from the economic and social viewpoint 


The average taxpayer has difficulty in be- 
coming informed in such a situation; and, 
even when he develops strong opinions ‘about 
the public interest, finds no existing organ- 
ization through which they can be expressed. 
This appears to be the condition which pre- 
vails. Its alteration would seem to require a 
widespread acquisition of interest by the in- 
dividual citizen and a direct campaign for 
his enlightenment. Possibly the organized 
engineering profession may be the agency 
most nearly in an independent position and 
most capable of developing a sustained ob- 
jective viewpoint. It might be persuaded to 
apply the time and talents of its membership 
necessary to becoming fully informed on the 
economic and social implications of river de- 
velopment procedure, and, as a public service, 
it might be brought to undertake the pro- 
mulgation of information which should be 
useful to bring about an understanding by 
the public and by members of Congress of 
the procedure essential to assure that such 
developments are shown to be fully in the 
public interest. 


to see whether it parallels the early condi- ) greene as the provision of hydro- 


tions in the Tennessee. 


electric power enters into these pro- 


He then pointed out the marked con- posed Federal river basin developments 
trast in the conservation, utilization, and na large way, in competition with estab- 
development problems to be dealt with in _ lished business-managed, investor-owned 
these other river basins. Especially, he electric utilities, each of these addresses 
called attention to the noticeable contrast will be found of interest by utility execu- 
the people living in those valleys present _ tives. 


to those in the Tennessee valley. There 


It becomes increasingly apparent that 


is a self-reliance which is characteristic the economic inequities inherent in these 
of folks in the Ozarks and in the Mis- government projects, and their repercus- 
souri river states, which does not take sions upon all of our citizens, need to be 
kindly to paternalism. better understood by people generally. 

After making certain suggestions as to The information in these articles is a con- 
the practical value which a codrdinating tribution to that end. 





Notes on Recent Publications 


Tue Service or SELLING, in three pocket-size 
volumes. By Kenneth Lawyer, associate pro- 
fessor of marketing, Western Reserve Uni- 
versity. Published by The Cleveland Heater 
Co., 2310 Superior avenue, Cleveland 14, 
Ohio. Price, the set, $4. 

Volumes 1 and 2, on the “Principles of 
Salesmanship,” and “The Selling Process,” 
are designed to aid salesmen and sales man- 


381 


agers. Volume 3 comprises a series of essays 
on Enthusiasm, Personality, and Friendship. 
The tables of contents of these books indicate 
an intelligent approach to the subject of seil- 
ing, and the text reveals practical, common 
sense counsel, In view of the prospective keen 
competition for the consumer dollar, utility 
sales managers might well find these books 
worth examination and study. 
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ATA Meeting 


HE 1946 annual meeting of the American 

Transit Association will be held at the 
Palmer House, Chicago, Illinois, on Monday 
and Tuesday, September 16th and 17th. 

The meeting this year will be similar in pat- 
tern to the annual meeting of 1945 in that it 
will be made up entirely of general sessions 
devoted to consideration and discussion of cur- 
rent major industry problems. 

The annual dinner will be held on the night of 
Monday, September 16th. 


WSB Reaffirms Fare Verdict 


HE Wage Stabilization Board recently re- 

affirmed its previous decision that only 9 
cents of the 12-cent hourly pay raise granted 
Washington, Virginia & Maryland Bus Com- 
pany drivers by an arbitration board can be 
used by the company as the basis of a request 
for increased fares. 

The WSB announcement of its decision 
pointed out that because the arbitration board’s 
award to the 250 drivers involved was condi- 
tional on WSB approval of the pay hike, the 
company is obligated to raise salaries only by 
9 cents an hour. However, the board added, 
the bus firm can raise pay 12 cents as long as 
: does not seek to use the full raise to boost 
ares, 


Decontrols Natural Gas 


HE Office of Price Administration last 
month ruled that natural and petroleum 
gases fall within the definitions of petroleum 
products exempt from price ceilings, under 
the new price law. At the same time it listed 
the petroleum products it considers still under 
ceilings. 
OPA held that products which are manu- 
factured from petroleum generally by other 


than petroleum refiners are not exempt from. 


price control. 

In addition, the agency said products proc- 
essed by petroleum refiners are exempt. These 
include such products as kerosene, gasoline, 
naphthas, fuel oils, greases, petroleum coke, 
lubricating oils, asphalt, and road oil (manu- 
factured from petroleum). 

Petroleum and petroleum products were ex- 
empted indefinitely under the new law. How- 
ever, these commodities may be recontrolled 
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by the Price Decontrol Board but only if the 
board finds that prices have risen unreasonably. 


Consumers Added to REA Lines 
Increase 


HE Department of Agriculture recently 

announced that the number of consumers 
receiving electric service from facilities fi- 
nanced by Rural Electrification Administration 
loans increased by 261,710 during the fiscal 
year ended June 30, 1946. This was the second 
largest one-year increase in the number of con- 
sumers served in REA history. The largest 
was in the fiscal year ended June 30, 1940, 
during which 281,000 consumers were added 
to REA-financed lines. 

Of the consumers added to REA-financed 
facilities in fiscal year 1946, more than 230,000 
were farms and other rural consumers receiv- 
ing power for the first time as a result of 
power line construction by rural electric co- 
Operatives and public power districts. The 
others were already receiving central station 
electric service, but became REA-served con- 
sumers during the year. About 14,000 of these 
consumers were added as a result of REA re- 
financing, under the McCord amendment to 
the Rural Electrification Act, of codperatives 
originally financed by TVA. About 17,000 were 
already obtaining service from existing rural 
electric lines purchased by REA-financed co- 
Speratives for the purpose of making possible 
area coverage electrification in their respec- 
tive territories. 

Because of construction handicaps, few 
REA borrowers have been able to undertake 
line building on a large scale, and most of the 
new 1946 consumers were added through short 
extensions to existing lines. Only 50,765 miles 
of line were added to REA-financed facilities 
in fiscal 1946, contrasted with 117,000 miles of 
line added during fiscal 1940, the record con- 
nection year, 

During fiscal 1946, 21 codperatives and 2 
rural power districts financed by REA loans 
energized new systems serving 15,149 con- 
sumers. This brings the total number of en- 
ergized rural electric systems financed by REA 
loans to 857. In addition, REA has approved 
loans to 138 other borrowers that have not yet 
energized their first lines. 

As of June 30, 1946, REA-financed lines 
were providing electric service to 1,549,057 
farms and other rural consumers along 474,837 
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miles of lines in 46 states, Alaska, and the 
Virgin islands. 


Marketing Agent Designated 


ECRETARY of the Interior J. A. Krug has 

designated the Bonneville Administrator as 
marketing agent for power to be developed 
at the Foster Creek project, authorized for 
construction on the Columbia river in the Riv- 
ers and Harbors Act passed by Congress last 
July, D. L. Marlett, assistant Bonneville ad- 
ministrator, announced last month. 

The Foster Creek project will be constructed 
by the U. S. Army Engineers and will be lo- 
cated approximately 53 miles downstream 
from Grand Coulee dam. Plans call for instal- 
lation of sixteen 64,000-kilowatt generators, 
giving the plant a total rated capacity of 1,024,- 
000 kilowatts, Marlett said. 

Designed primarily as a power project, 
Foster Creek dam ultimately will be one of the 
largest hydroelectric plants in the series of 
dams proposed to harness the water-power 
resources of the Columbia river and its tribu- 
taries. It will be located in the heart of the 
area now served by the Bonneville Power 
Administration’s region-wide transmission 
grid, and will be integrated with the Bonneville 
and Grand Coulee plants and other power 
projects already authorized by Congress for 
construction in the Columbia basin. 


Short-term Agreement 


Negotiated 


HE Bonneville Power Administration last 

month began delivery of large blocks of 
firm power and dump energy to the Washing- 
ton Water Power Company, Northwestern 
Electric, and Pacific Power & Light Company 
under provisions of a short-term agreement to 
be effective through December 31, 1946, Glenn 
Bell, manager of Bonneville’s upper Columbia 
district office at Spokane, and Kinsey M. Rob- 
inson, president of WWP, announced recently. 
The three companies were taking up to 120,000 
kilowatts August 12th, Bell reported. 

The short-term agreement was negotiated by 
Mr. Bell on behalf of Bonneville Administrator 
Paul J. Raver to permit companies to avoid 
burning coal and oil in steam plants in Utah 
and Portland. 

_ The agreement provides that, during the pe- 
riod from August 9th to October 8th, Bonne- 
ville will make available to the companies 50,- 
000 kilowatts of firm power or as much more 
as the companies may require. Available dump 
energy also will be delivered to the companies 
as requested. 

During the period from October 9th to De- 
cember 31st the Bonneville Administration will 
restrict delivery of all power to the companies 
to an amount not in excess of 50,000 kilowatts 
except during night hours and on Sundays, be- 
cause of the power shortage anticipated on the 
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Bonneville-Grand Coulee system with the be- 

ing of the Columbia river storage season. 

ring this period the Bonneville Adminis- 
trator also will have the option, upon ten days’ 
notice prior to the beginning of any month, of 
restricting power deliveries to such smaller 
amount as the Administrator determines will 
be available. 

Under terms of the agreement the Washing- 
ton Water Power Company will deliver power 
to the Okanogan and Grant county PUD’s by 
transfer for the account of the Bonneville 
Administration until Bonneville’s facilities for 
direct service to the PUD’s are completed, 
WWP President Robinson said. In return 
Bonneville will replace power delivered to the 
PUD’s, plus losses, and will reimburse the 
company for use of its facilities, 


Liquidation Plan Filed 


Pvc SERVICE CoRPORATION OF New JERSEY 
last month filed with the Securities and 
Exchange Commission a detailed plan for its 
liquidation and dissolution. The plan provides 
for acquisition by Public Service Electric & 
Gas Company of all assets and liabilities of 
the corporation remaining after a series of 
transactions involving recapitalization of Elec- 
tric & Gas, and merger of the Atlantic City 
Gas Company with the Peoples Gas Company, 
all New Jersey subsidiaries. It calls for recov- 
ery by Public Service Coérdinated Transport 
of its bonds now held by the corporation. 
Hearings on the corporation’s dissolution 
were scheduled to resume September 5th. 


Rail Revamping Bill Vetoed 


RESIDENT Truman last month killed the 

Wheeler-Reed railroad reorganization bill 
by pocket veto, explaining in a memorandum 
of disapproval that he was afraid the measure 
would not accomplish its purposes and would 
not remedy the “improper control” of carriers 
following reorganization. 

A compromise of House and Senate pro- 
posals, the vetoed measure provided that a car- 
rier in bankruptcy might adjust_ its financial 
obligations if it had earned its fixed charges 
during a 7-year period ending in 1945 and if 
its gross operating revenue was $50,000,000 or 
more in any of the calendar years between 
1942 and 1944, inclusive. 

“The bill fails to direct specifically the im- 
mediate reduction of the grossly excessive in- 
terest rates now wasting the funds of the rail- 
roads in § 77 proceedings,” President Truman 
said. “Millions of dollars per year can be saved 
at once for each of the railroads in § 77 pro- 
ceedings, by reducing the interest rates on their 
bonds and other debt down to the level of the 
interest rates paid by railroads not in § 77 
proceedings.” 

The President also contended the measure 
failed to provide full protection against for- 
feiture of securities and investments. 
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Critical Power Situation 
Expected 


HE Bonneville Power Administration re- 

cently called on all Northwest utility sys- 
tems to place their generating plants in readi- 
ness to help meet a critical power situation in 
the Pacific Northwest this winter. 

In a letter to Pacific Northwest utility com- 
pany presidents, D. L. Marlett, assistant 
Bonneville administrator, said that the Bonne- 
ville-Grand Coulee system now is loaded almost 
to capacity and probably would be unable to 
supply all of the power demands of the utility 
companies during the winter peak load season. 

Commenting on his letter, in which he urged 
the power companies to have their steam plants 
ready for operation this fall, Marlett said that 
demands on the Bonneville Power Administra- 
tion reached a new postwar peak of 1,067,000 
kilowatts on August 13th, practically absorbing 
the entire capacity now available from the 
Bonneville and Grand Coulee plants. 


Strike Pay Granted 


RAILROAD RETIREMENT Board decision 

awarding 700 railroad workers unemploy- 
ment compensation for the 24-day period they 
were on strike against the Hudson & Manhat- 
tan Railroad electric lines was announced in 
New York city last month by William E. Scutt, 
general chairman of the Brotherhood of Loco- 
motive Engineers. 

Mr. Scutt said he had been informed of this 
decision by R. R. McCurry, regional director 
of the Railroad Retirement Board, who had 
received his information from the board’s di- 
rector of employment and claims in Chicago. 

The board found, Mr. Scutt said he was told, 
that the strike against the H&M constituted 
neither a violation of procedure under the Rail- 
road Labor Act nor the rules of the two unions 
which were involved in the dispute, the Broth- 
erhood of Railway Trainmen and the engineers. 

Mr. Scutt noted that the Railroad Retire- 
ment Board’s decision contradicted the findings 
of the emergency fact-finding panel which held 
the strike in violation of the provisions of the 
Railroad Labor Act, even though it recom- 
mended that the strikers be paid an 184-cent 
hourly increase which went to other railroad 
workers. 

It was estimated that each of the 700 rail- 
road workers would receive $50, based on the 
board’s system of paying $28 for the first seven 
days of idleness and $80 monthly thereafter. 


New Facilities Authorized 


HE Federal Power Commission on August 

21st made public an order authorizing Vir- 
ginia Gas Transmission Corporation, Charles- 
ton, West Virginia, to enlarge its transmission 
facilities to augment Washington Gas Light 
Company’s supply of natural gas. 
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The new facilities will enable Virginia Gas 
to increase its natural gas deliveries to Atlantic 
Seaboard Corporation, which in turn will be 
able to supply more gas to Washington Gas 
Light Company to meet expected demands of 
the customers of that company and its subsidi- 
aries in the District of Columbia, Maryland, 
and Virginia. 

The order also permits Virginia Gas Trans- 
mission to construct a pipe line to deliver nat- 
ural gas to the Lynchburg Gas Company for 
distribution in Lynchburg, Virginia. Lynch- 
burg consumers now receive manufactured gas. 
The present facilities for the manufacture of 
gas are inadequate to meet present demands 
and the change to natural gas service will en- 
able the company to make reductions in gas 
rates to consumers. 

Total cost of the facilities authorized by the 
order was estimated at $900, 


FPC Approves Purchase 


FEDERAL Power COMMISSION order made 

public last month authorized the South- 
western Public Service Company, Roswell, 
New Mexico, to purchase the Dalhart group 
electric properties of the West Texas Utilities 
Company, Abilene, Texas, for $1,310,000. 

The Dalhart group electric properties in- 
clude facilities located in Dallam, Sherman, 
Hartley, and Moore counties in northwestern 
Texas, supplying energy to approximately 
2,888 customers in the communities of Dalhart, 
Texline, Stratford, Hartley, Dumas, Chamber- 
lain, and Conlen. Southwestern serves electric 
energy in territory adjacent io the Dalhart 
group properties and the two company systems 
are interconnected, Southwestern supplying 
about 98 per cent of the energy required by 
the Dalhart group. The merger of the facilities 
is expected to produce economy of operation 
and is a logical integration of service terri- 
tories. 

The facilities to be acquired include 2 gen- 
erating plants, 136 miles of transmission line, 
and office and storeroom buildings. A 22-mile 
transmission line along the Rock Island Rail- 
road in Moore county was retained by West 
Texas. 


Amended Plan Filed with SEC 


ORTH AMERICAN Licut & Power Com- 

PANY last month filed with the Securities 
and Exchange Commission an amendment to 
its general plan for liquidation and dissolution, 
stating that since its original plan was filed in 
1942 the values of its portfolio securities have 
increased to a point where their proposed dis- 
tribution under that plan’s terms would be no 
longer fair and equitable. 

Light & Power now proposes to distribute 
to holders of its preferred stock shares of com- 
mon capital stock of Kansas Power & Light 
Company, or of Northern Natural Gas Com- 
pany, or a combination of both, plus some cash, 
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tor each preferred share of Light & Power 
held. 

The company also expected to file an amend- 
ment setting forth the number of shares of 
Kansas Power and Northern Natural, and the 
amount of cash to be distributed. 


Hearing Postponed 


Ts Federal Power Commission recently 
released an order postponing until October 
14th a hearing on the reasonableness and ade- 
quacy of terms of service in present rate sched- 
ules of Panhandle Eastern Pipe Line Com- 
pany. Hearing will be held at Washington, 
D. C., and had originally been set for Septem- 
ber 16th. 

The order directed Panhandle to show at 
the hearing that in taking on and serving nat- 
ural gas to new direct industrial customers 
while refusing to serve additional natural gas 
to interstate wholesale customers for resale it 
does not discriminate against resale customers. 
The order amended and supplemented the com- 
mission’s order of August 6th, which provided 
for a hearing concerning the existing terms 


and conditions of service and proposed changes 
or additions to present practices, including 
rules and regulations relating to curtailment 
and interruptions of gas service. 


Monthly Charge Shows Decline 


HE average monthly charge for typical 

residential electric service in U. S. cities of 
2,500 population or larger declined an average 
of 20 per cent during the eleven years from 
1935 to 1946, according to a report issued on 
August 24th by the Federal Power Commis- 
sion, 

A reduction of 22.1 per cent occurred in 
typical bills for 25 kilowatt hours of electric 
service, 

The consumer now pays an average bill 
of $1.34, or 38 cents less than he paid for 
25 kilowatt hours in 1935. The typical 100 
kilowatt-hour bill (the average U.S. user of 
electric service consumes approximately 100 
kilowatt hours per month) declined 17.6 per 
cent, or from $4.67 to $3.85 per month; and 
the 250 kilowatt-hour bill dropped 21 per cent, 
or from $8.91 to $7.04. 


Alabama . 


Drivers Oppose New Law 


ORMAL taxicab service was resumed in 

Mobile on August 23rd as cab drivers 
for two companies, idle since August 12th, re- 
turned to work. 

The return to work came after city commis- 
sioners took under consideration a proposal by 
the drivers to reinstate a former parking plan 
allowing downtown parking space for 20 per 
cent of the vehicles. 


Demonstrating against a new city taxicab 
law, drivers of 30 cars of the two companies 
drove their machines in front of the city hall 
and abandoned them. 

Mayor Ernest M. Megginson speedily called 
the chief of police to remove the cabs from 
the street in order to keep one of the city’s 
most important fire lanes open. A few minutes 
after the demonstration traffic was resumed. 
Drivers of the taxicabs had removed the keys 
from the cars. 


Colorado 


Franchise Action Slated 


ii. action was scheduled to be taken by 
the city council of Sterling on September 


9th on a new 10-year franchise for the Public 
Service Company of Colorado. 

The council had approved the franchise 
unanimously on first reading. 


Illinois 


Bond Owners’ Plea Refused 


| pemwey Judge Igoe recently refused to ap- 
prove the payment of interest, due last 
February and August Ist, to owners of Chicago 
Surface Lines first mortgage bonds. The 
amount approximates $3,600,000. The judge 
said it had been agreed interest would be 
frozen until the purchase of the lines by the 
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recently organized Chicago metropolitan trans- 
it authority. 

An appeal has been taken from the court’s 
approval of the purchase plan. Attorney Henry 
F. Tenney informed Judge Igoe the United 
States Circuit Court of Appeals will hear final 
arguments on November 4th. Those making 
the appeal are junior security holders who 
would get nothing under the plan. 
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Kentucky 


Rate Cut Offered 


NEw rate schedule conditionally reducing 

wholesale electric costs for 11 Kentucky 
cities has been filed with the state public serv- 
ice commission by the Kentucky Utilities Com- 
pany, Lexington. 

Pearl H. Hyden, commission secretary, said 
recently that the proposed tariffs would be ef- 
fective September Ist if the cities, which buy 
power from KU, would agree to the rates 
under a 5-year contract. 

KU said that if contracts were signed with 
the cities its operating income would be re- 
duced by $33,972.28 annually. Average rate 
reduction for the cities would be 6.5 per cent. 

Cities affected are Frankfort, which would 
receive the largest reduction, Bardwell, Bar- 
bourville, Bardstown, Providence, Madison- 
ville, Calvert City, Carrollton, Mount Sterling, 
Campbellsville, and Lancaster. 


Hearing in Gas Case Continued 


A STATE public service commission hearing 
on its rate reduction order against Petrole- 
um Exploration, Inc., Sistersville, West Vir- 
ginia, was continued on August 21st until 
September 17th. The company requested addi- 
tional time to compile technical records. 

The commission issued the order after de- 
termining that the company, which sells gas 
wholesale, has been earning a rate return of 
17 per cent. 

At the hearing which resumed on August 
20th, company officials testified its rate return 
in recent years was increased by heavy war 
business. They also said that a new contract 
with the Central Kentucky Natural Gas Com- 
pany, a major customer, will bring in consid- 
erably less revenue and that PE’s search for 
new wells, particularly in Knox county, is 
costly. 


eo 
Maryland 


Streetcars Convert to Uniform 
Color 


Fz the first time in years, Baltimore’s street- 
cars are to appear in a uniform color— 
dark chrome yellow. 

Officials of the Baltimore Transit Company 
recently explained that eventually all cars will 


have the new color scheme. Cars will be sent 
to paint shops in rotation. 

Until the new color scheme was adopted, 
the city’s cars were in several colors, red, 
green, and a shade of yellow. 

Yellow was chosen, officials of the line said, 
because it is the most visible color at night as 
well as during daylight hours. This color was 
considered a safety factor. 


Michigan 


DSR Bonds Win Backing 


Dp City Council approval of a $21,- 
000,000 revenue bond issue to finance 
modernization of the city’s street railway ap- 
peared certain recently, following agreement 
by Richard A. Sullivan, DSR general manager, 
to a demand that a city committee with three 
impartial members study the system’s over-all 
plans for future Detroit transportation. 

Council President Edwards, considered the 
chief stumbling block to the DSR request, 
agreed to vote for the bond issue in return for 
Sullivan’s agreement on the survey. 

The bonds would provide for 78 new street- 
cars and 1,490 busses varying in size from 
27- to 45-passenger vehicles. Also, the bonds 
would provide cash for garages to house the 
new bus equipment. 

In agreeing to go along with the DSR man- 
agement and the mayor on the bonds, Edwards 
withdrew his objections to the length of ma- 
turity of the bonds and to failure to include 
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a callable feature. Both of the technical objec- 
tions were originally raised by Albert E. Cobo, 
city treasurer, it was said. 


Asks End of Gas Heat Ban 


[ that the Michigan Consolidated 
Gas Company has a plan under way to 
furnish liquid petroleum gas to supplement 
Detroit’s pipe-line supply, Corporation Counsel 
William E, Dowling announced on August 
23rd that he would demand a lifting of the 
ban on new home heating customers and the 
taking on by the company of 20,000 new gas 
users. 

The report that Theodore Weigele, Michi- 
gan Consolidated engineer, had told the Fed- 
eral Power Commission in Washington that 
the company would have the liquid —— 
works ready to produce 20,000,000 cubic feet 
of gas a day by October 31st was first reported 
= " or. stories from Washington on August 

rd. 
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Nebraska 


Gas Occupation Tax Looms 


HE city of Lincoln’s annual budget, cov- 

ering governmental expenditures for the 
ensuing fiscal year, unanimously approved by 
the council last month, contemplates a one per 
cent occupation tax against the company, the 
same as the Lincoln Telephone Company pays 
—a tax on gross city revenue estimated to pro- 
duce at least $17,000 for the year. 


L. H. Debrown and Lester Dunn, members 
of the council’s committee named to study the 
contemplated tax, admitted that at least one 
conference had been held wih General Man- 
ager Phillips of Central Power & Light Com- 
pany which owns the gas company. 

Lincoln City Lines pays an occupation tax, 
but this is on a per bus basis. 

Mr. Dunn said that officials of Central Power 
had indicated willingness to pay their share. 


New York 


Bus Issue Granted 


T= state public service commission last 
month authorized the Surface Transporta- 
tion Corporation to issue $1,283,353 of evi- 
dences of indebtedness to be used to pay an 
unpaid balance of $1,604,192 in the purchase of 
the first 97 of 400 busses to replace streetcars 
of the Third Avenue Transit Corporation in 
Manhattan and the Bronx. The rest of the un- 
paid balance is to be met by cash payments. 

The commission authorized the Third Ave- 
nue Transit Corporation, which controls the 
capital stock of the Surface Transportation 
Corporation, to guarantee both principal and 
interest of the certificates of indebtedness. The 
issue will bear interest not to exceed 23 per 
cent annually and will be paid off in 84 equal 
consecutive payments. 

The first 97 busses will be delivered soon 
and the remaining 303 are to be delivered be- 
tween October and December. 

The commission was originally asked to au- 
thorize a total issue of $6,580,000 to pay for 
the 400 busses required. In the memorandum 
authorizing the issuance of indebtedness cer- 
tificates to help finance the acquisition of the 
first 97 busses, the commission announced that 
it would consider at some later time the matter 
of allowing additional certificates to be issued 
in connection with acquisition of the remaining 
303 busses. 


Streetcars Give Way 


ROLLEY cars, which have operated over the 

streets of Albany for fifty-seven years, last 
month gave way to busses on four of the city’s 
five remaining lines. 

The state public service commission recently 
authorized the United Traction Company to 
make immediate substitution of busses on four 
lines. The United Traction Company had its 
beginning as the Great Western Turnpike Com- 
pany, chartered in 1799 


Bus Contract Ratified 


HAT was described as the first Queens 

bus contract to be negotiated without the 
threat of a strike or without arbitration pro- 
ceedings was ratified recently by employees of 
the Triboro Coach Corporation. 

The agreement, which was worked out by 
committees representing the company and Lo- 
cal 1104 of the Amalgamated Association of 
Street, Electric Railway, and Motor Coach 
Employees, AFL, provides wage increases of 
15 cents an hour for the period from April 1 
to December 31, 1946, and 18 cents from Janu- 
ary 1 to June 30, 1947. The 15-month contract 
period was arranged because of the desire of 
the union to have all its contracts covering 
aoe bus companies expire on a uniform 

te. 


Ohio 


itants. Since the electric pumps supplying the 


Municipal Employees Strike 


[=o activity in the southern Ohio 
community of Wellston continued para- 
lyzed on August 21st by a strike of municipal 
power plant employees. All the electricity to 
the city’s factories and homes had been shut 
off since noon August 19th. 

Authorities were reported worried about the 
water supply of the more than 5,000 inhab- 
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reservoir stopped, a Diesel engine had- been 
used. But the Diesel engine broke down. 

The employees are demanding an increase 
of 183 cents an hour, plus recognition of their 
United Construction Workers Union, an affili- 
ate of the United Mine Workers. Two meetings 
of the city council had been called to take up 
the employees’ demand, but each time the meet- 
ing was canceled. 
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Oregon 


Power Contract Signed 


HE Bonneville Power Administration 

signed a contract last month with the 
Eugene water board under which the city will 
buy a minimum of 1,000 kilowatts a year from 
the BPA, it was announced recently. 

The new contract took effect last month on 
the expiration of a 6-year interchange agree- 
ment. The document gives thé city the right to 
increase its initial contract demand of 1,000 


kilowatts at any time necessary, and also al- 
lows Eugene to cancel the contract upon two 
years’ notice. 

Other provisions allow the water board to buy 
firm power under Bonneville’s wholesale rate 
schedule; provide for sale of available dump 
energy at 2.5 mills per kilowatt hour to either 
Eugene or BPA on request; require both par- 
ties to make every effort to supply necessary 
power during a period of emergency experi- 
enced by the other. 


Pennsylvania 


Free Bus Wins Approval 


uRGESS ALFRED J. ACKERMAN may continue 

to operate his free bus service in Whitaker 
and vicinity, Common Pleas Judge Samuel A. 
Weiss ruled last month in Pittsburgh. 

Judge Weiss denied a petition for an in- 
junction restraining Mr. Ackerman from run- 
ning the bus which had been filed by the strike- 
bound Bamford Brothers Bus Company. 

In his opinion Judge Weiss said that Mr. 
Ackerman was plainly operating his bus “for 
the benefit of the general public and to keep 


the wheels of industry going during the period 
of reconversion.” 

Mr. Ackerman has been operating the bus 
for the special benefit of Whitaker residents 
who are employed in the Homestead steel 
mills. The strike of AFL employees against 
the Bamford Brothers Company had complete- 
ly deprived Whitaker residents of all bus 
transportation facilities. 

Judge Weiss pointed out that since a com- 
plaint against Mr. Ackerman had been filed 
with the state commission the court could not 
interfere until the complaint had been settled. 


Tennessee 


Natural Gas Lines Planned 


Pus are under discussion by two groups 
of business interests to bring natural gas 
to several middle and eastern Tennessee com- 
munities, including Chattanooga and Knox- 
ville, it was learned recently. 

The Tennessee Natural Gas Lines, Inc., 
which has just begun to pipe natural gas into 
Nashville, has long had plans to extend its 
operations along a tier of southern Tennessee 


counties to Chattanooga and then northeast- 
ward to Knoxville. 

In addition a group headed by Malcolm Hill 
of Sparta, Tennessee, has laid plans to serve 
somewhat the same territory. It was under- 
stood that the plans call for running a line 
from Tennessee Gas & Transmission Com- 
pany’s main from the Louisiana field across 
middle Tennessee to Knoxville, Chattanooga, 
Oak Ridge, and Maryville. The company would 
be known as Mid-East Tennessee Gas. 


Texas 


OPA to Protest Fare Raises 


HE Office of Price Administration last 
month protested against the fare increase 
sought by the Dallas Railway & Terminal Com- 
pany. OPA is without authority to control 
transportation rates and can only intervene to 
protest increases, OPA Regional Director W. 
A, Orth said. 
Notice of the intervention was given in a 
telegram to Mayor Rodgers from Harry R. 
Booth of the OPA in Washington. Booth said 
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the Dallas Railway & Terminal Company had 
consented to the intervention. 

The Dallas Railway & Terminal Company 
has asked the council to approve an increase 
from 7 cents to 10 cents in cash fares, from 
6 cents to 74 cents for token fares, and from 
3 cents to 5 cents for children and students. 

Charts comparing the company’s financial 
situation and its prospective situation under 
present fares and proposed fares, prepared by 
the staff of Utilities Supervisor J. W. Monk, 
were presented to the council. 
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The Latest 
Utility Rulings 


Transportation Service Curtailment Not 
Approved As Move against Inflation 


HE public utilities commission of the 
Territory of Hawaii in granting an 
increase in fares of the Honolulu Rapid 
Transit Company, Ltd., rejected the pos- 
sibility of curtailing service on the sup- 
position that this would yield a fair return 
without exceeding rates in effect on Sep- 
tember 15, 1942. The commission wel- 
comed intervention of the Office of Price 
Administration and agreed that inflation 
is a grave evil to be prevented, if possible. 
Nevertheless, to the extent that the 
cost of rendering service has increased, 
the commission felt it proper as a matter 
of sound regulatory practice and manda- 
tory by law to provide for passing on 
those costs to the extent that a fair re- 
turn would be realized. While it was 
probably true that curtailment of service 
might be viewed as a move against infla- 
tion, the commission did not believe that 
any such gains would offset the loss in 
public convenience. 

Released by the decision in the Hope 
Natural Gas Company Case from the 
former constitutional requirement that 
reproduction cost be considered, the 
commission approved prudent investment 
as the rate base. A deduction from fixed 
assets was made for depreciation and an 
allowance added for materials and sup- 


plies. No deduction was made by reason 
of outstanding tokens. Two commission- 
ers in a dissenting opinion, however, de- 
clared that a deduction in the rate base 
otherwise arrived at should be made in 
an amount approximately equal to the 
liability on account of outstanding tokens. 

A return of 63 per cent was held to be 
appropriate. The dissenting commission- 
ers were of the opinion that the rate of 
return should be held within or close to 
6 or 63 per cent. 

Continuance of a uniform fare sched- 
ule for the entire system was approved, 
although it was said that the company 
could not be expected, and should not be 
permitted in the public interest, to extend 
its lines indefinitely upon a single fare 
basis. 

The dissenting commissioners ad- 
vocated an extra fare for runs beyond 
built-up sections. They said that to bur- 
den the urban riders to the extent indi- 
cated, in order that interurban riders 
might ride below the cost of rendering 
service, when an extra charge against 
long-distance riders was readily collecti- 
ble, amounted to undue discrimination. 
Re Honolulu Rapid Transit Co., Ltd. 
(Docket No. 903, Decision No. 82, Order 
No. 500). 


7 


State Power District Not Exempt from 
Annual Charges 


N application by the Central Nebraska 
Public Power and Irrigation Dis- 

trict for exemption from annual charges 
under a Federal Power Commission li- 
cense was denied by the commission. The 
district, in the opinion of the commission, 
did not show that any of the power from 
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its project was sold “to the public with- 
out profit,” nor had it shown that it used 
any of the power “for state or municipal 
purposes.” 

According to universal understanding 
of the meaning of the words, “there is a 
profit if, for a given period, the revenues 
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exceed the properly allocated costs.” 
Nothing in the legislative history of the 
exemption clause of § 10(e) of the Fed- 
eral Power Act, said the commission, 
showed that Congress intended a con- 
cept of municipal profit differing in any 
respect from that generally accepted. 

The district, the commission continued, 
sought to wrap itself in the cloak of gov- 
ernmental immunity by claiming that, 
Since it was acting as an agency of the 
state of Nebraska, it could not make a 
profit. The commission answered: 

This strange and novel doctrine that, be- 
cause a municipal power system is conducted 
for the public benefit, there can be no public 
profit is an obvious confusion of the terms 

“public benefit” and “public profit.” There 

is no inherent prohibition against an enter- 

prise conducted for the public benefit earn- 
ing a profit. 

Construction of extensions from rev- 
enues, the commission pointed out, has 
long been regarded as the use of profits. 
Moreover, repayment of power invest- 
ments is not considered as an expense of 
producing power sold. Such repayment 
can be made only from profit. 


Arve was granted by the New 
York commission for the sale by 
Cabot Gas Corporation of a gas plant 
serving only 300 domestic customers. 
Fillmore Gas Company, Inc., the com- 
pany proposing to operate the plant, 
would be owned and operated by two 
local men, former employees of Cabot 
Gas Corporation. The purchase price was 
fixed at $1. 

This deal was part of a plan for the 
transfer of Cabot properties to the New 
York State Natural Gas Corporation, 
which is not authorized to distribute gas 
in New York and does not desire such 
authority. The latter company is to fur- 
nish gas to four other companies, whose 
customers would be favorably affected by 
the plan. 

Customers in this small community 
also would be benefited by con- 
tinuance of the line and the availability 
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Even if the district had shown that it 
had not earned a net income or profit each 
year, the commission added, it would not 
be entitled to exemption on sales for re- 
sale without a showing that the power 
was resold to the consuming public with- 
out profit. 

The district also argued that, since it 
was authorized to sell power, the sales 
which it made to other parties either for 
resale or for use constituted a “municipal 
use” within the contemplation of the sec- 
ond part of the exemption clause of § 
10(e). 

The commission pointed out that, 
if it were entitled to exemption on that 
ground, the alternative statutory grounds 
for exemption would overlap and con- 
flict, for the first ground limited the ex- 
emption to sales to the public without 
profit, and the second, under the district’s 
argument, would allow exemption for all 
sales irrespective of profit. The commis- 
sion could not attribute such a purpose 
to Congress. Re Central Nebraska 
Public Power & Irrigation District 
(Opinion No. 136, Project No. 1417). 


2 
Accounting for Plant Bought for One Dollar 


of a long-term supply of natural gas 
which would probably not be available to 
them if the transmission line were dis- 
continued. 

The new owner proposed to set up 
original cost of gas plant in service and 
reserves for depreciation as shown on the 
selling company’s books, placing the dif- 
ference as a red figure in Gas Plant Ac- 
quisition Adjustments Account. This, 
said the commission, was error. The sale 
for $1 indicated that the plant had little 
or no realizable sale value. The whole 
amount of the difference, it was held, 
should be set up in Reserve for Deprecia- 
tion. 

Also, in considering proposed operat- 
ing costs, the commission noted an item 
for depreciation. Commissioner Burritt 
said: 


The record is not clear as to just how 
$671.68 is obtained for the depreciation 


390 





THE LATEST UTILITY RULINGS 


charges. It is pointed out that the purchase 
of the property for $1 indicates that the value 
of the property is no greater than that 
amount. Fillmore Gas Company has only the 
$1 cost to it to recover from customers 
through depreciation. 


It was concluded that the property 


should be set up on the books of the Fill- 
more Gas Company, Inc., at book cost. 
si purchase price should be set up at 

Depreciation should be taken as the 
book cost less the purchase price of $1. 
Re Cabot Gas Corp. (Case No. 12,554). 


z 


Dispersion Factor in Group Depreciation 


M ORTALITY dispersion is a factor for 
consideration in finding deprecia- 
tion where a group of property is made 
up of a large number of units. Chairman 
Maltbie of the New York commission 
explained the operation of this technical 
term in the case of cedar poles. 

These poles do not have the same use- 
ful life. Some are retired earlier than 
others. This does not, however, discredit 
the stated average, for it is an average. 
He explained: 

When one attempts to determine the ac- 
crued and annual depreciation in the case 
of cedar poles that have been in service for 
some time and not newly installed, he will 
find he is dealing with the poles which have 
the longer lives, the short-lived poles having 
disappeared on The the date of his investiga- 
tion. Hence, if twenty-five years is the true 
average life of all cedar poles (those now in 
existence and those that have been retired), 


Must Use Fund 


A application by an electric utility for 
authority to issue notes to pay for 
necessary additions to its plant was ap- 
proved by the Massachusetts commission. 
However, a qualification that no outside 
borrowing be entered upon until part of 
the utility’s plant replacement fund had 
been expended was imposed. 


the cedar poles he is dealing with will have 
an age plus remaining life expectancy of 
more than twenty-five years. For example, 

. Studies indicate that a group of such 
poles at age ten would have an average 
remaining expectancy of seventeen years or 
a total life expectancy of twenty-seven years. 
Hence, to apply an average life of twenty- 
five years without modification for this dis- 
persion factor would be unsound in estimat- 
ing accrued depreciation, although it is con- 
sistent to use a 25-year service life in de- 
termining the annual depreciation rate since 
under the straight-line principle the same 
rate is used throughout the life of the group. 
Thus, in the example cited, poles ten years 
old would on the average accrue in annual 
charges 17 (average remaining life) times 
4 per cent (annual rate on a 25-year life with 
no salvage) or 68 per cent of the cost. As a 
result, the accrued depreciation is 32 per 
cent rather than 40 per cent. i 


Re Long Island Lighting Co. (Case 
12044). 


e 


before Borrowing 


The commission required that the 
amount in this fund over and above the 
accumulations of the three years preced- 
ing the borrowing be first used for new 
construction, on the theory that reduced 
outside borrowing effects reduced oper- 
ating expenses. Re Cambridge Electric 
Light Co. (DPU 7542). 


z 


Air Carrier Ordered 


COMPETITOR'S complaint against the 
allegedly unauthorized operations 
of an air carrier resulted in an order by 
the Maryland commission that service be 


to Cease Operations 


discontinued. Inadequacy of the carrier’s 
facilities made its operations unsafe and 
at an earlier hearing it had been denied 
operating authority. 
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The air line contended that the commis- 
sion lacked jurisdiction because the flight 
route between cities in Maryland passed 
over the state of Delaware, making the 
operation interstate. The commission 
ruled that where no stops are made out 
of state and where no mail or freight 
contracts or through out-of-state service 
is involved the operations of an air car- 
rier are therefore not interstate in char- 
acter. 

Nor would a determination in favor of 
the carrier on the “interstate question” 
have deprived the commission of juris- 
diction to order unsafe and inadequate 


service discontinued. The commission 
quoted supporting United States Su- 
preme Court decisions and ruled as fol- 
lows: 


...a state regulatory body vested with the 
supervision of common carriers and charged 
with the duty of requiring safe and adequate 
service by such carriers is authorized to in- 
sist upon a compliance by interstate carriers 
with all reasonable rules and regulations en- 
acted for the purpose of promoting public 
safety. 


Chesapeake Airways, Inc. et al. v. Co- 
lumbia Airlines, Inc. (Case No. 4792, Or- 
der No. 42525). 


z 


Collection of Fuel Charges during Price 
Regulation Unauthorized 


A PETITION by customers of a gas 
company for a refund of moneys 
collected as fuel charges was dismissed 
by the Massachusetts Department of 
Public Utilities on jurisdictional grounds. 
The department regarded its function 
with respect to rates as prospective rather 
than retrospective and suggested that the 
proper remedy for a customer who has 
been charged an amount in excess of that 
allowed by law is by contract action in 
the courts. 

The department, however, pointed out 
that fuel charges were designed to permit 
a utility to adjust rates as the cost of fuel 
varied at its source. The collection of 
such charges during the period of price 


regulation was unauthorized, since the 
cost of fuel was fixed at ceiling prices. 
The gas company contended that fuel 
charge collection was to the consumers’ 
advantage, since otherwise a general rate 
increase would have been obtained 
through the routine procedure. To this 
contention the department answered: 
As creditable as the company’s motives 
may have been, and even though it might 
be shown that its customers actually bene- 
fited thereby, the company’s unilateral action 
in this respect did not conform to law, and 
its good faith and good motives cannot sup- 
ply the deficiency of legal authorization to 
make the fuel charges which in fact it did 
make, 


Re Clifford (DPU Nos. 7450, 7465). 


7 


Other Important Rulings 


N reviewing a commission order grant- 
ing a certificate of convenience and 
necessity to a motor carrier, the supreme 
court of North Dakota ruled that a state 
statute requiring the commission to take 
into consideration existing travel on 
highways, the adequacy of existing fa- 
cilities in the territory to be served, and 
the effect of a new competitor on existing 
carriers was a restriction on the commis- 
sion power to grant certificates and that, 
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where present service seems reasonably 
adequate or where additional service 
would create ruinous competition or ma- 
terially impair existing service, addition- 
al service should not be authorized. Re 
~ idwest Motor Express, Inc. 23 NW2d 


In approving an application for an ex- 
tension of a taxicab certificate, the Colo- 
rado commission recommended that serv- 


392 





THE LATEST UTILITY RULINGS 


ice be rendered during the early hours of 
the morning and pointed out that even 
if such service prove unprofitable, it 
should be continued if need is shown, 
where the company’s operation as a whole 
is profitable. Re Tingley (Application 
Nos. 2204-AB, 738-AA-B, 7334-7336, 
Decision No. 27016). 


The New York Court of Appeals de- 
scribed as unwarranted, and reversed, a 
lower court order that a railroad restore 
a highway to the condition it was in be- 
fore intersection by the rajlroad where 
the record disclosed neither allegation 
nor evidence nor finding that the railroad 
had failed to comply with the law. Sells 
v. Defense Plant Corp. et al. 66 NE2d 
289. 


A telephone company’s application to 
increase exchange rates to cover in- 
creased operating expenses, entailed upon 
conversion to automatic equipment, was 
approved by the Oregon commission on 
the theory that sufficient capital could not 
be attracted to finance conversion unless 
the company was permitted to earn a 
reasonable return and where the increase 
in net income would give a return of no 
more than 6 per cent. Re Northwest Tele- 
phone Co. (U-F-1194, PUC Oregon 
Order No. 16027). 


A joint application by affiliated tele- 
phone companies to sell and to purchase 
telephone properties was approved by the 
Missouri commission with the under- 
standing that the consideration should be 
the net book value at which the property 
was carried. Re Clinton County Tele- 
phone Co. (Case No. 10,818). 


A new water utility was permitted by 
the Wisconsin commission to require the 
consumer to pay for his initial meter in- 
stallation during the system’s develop- 
ment period, the utility buying it back at 
a later date on a deferred payment plan. 
Re Bagley (CA-2329). 


A telegraph company’s request for 
authority to increase rates and charges 
was approved by the Massachusetts 
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commission, which noted the increases 
granted by the Federal Communications 
Commission in interstate revenues and al- 
lowed a proportionate increase in intra- 
state revenue to insure adequate intra- 
state communication service. Re Western 


Union Teleg. Co. (DPU 7517). 


A railroad’s application for permission 
to abandon a station agency, which was 
operating at a loss, was granted by the 
Missouri commission where there was no 
assurance that the losses were merely 
temporary and where no circumstances 
were apparent which might make the 
maintenance of a station agent impera- 
tive. Re Atchison, Topeka & Santa Fe 
Railway Co. (Case No. 10792). 


In considering a railroad’s application 
to discontinue agency service at a certain 
station, the Wisconsin commission ruled 
that not only the amount of traffic as in- 
dicated by the revenues of a station, but 
the type of traffic, is important in de- 
termining the necessity of the type of 
service required. Re Chicago, St. Paul, 
Minneapolis & Omaha Railway Co. (2- 
R-1717). 


The Indiana commission, in modify- 
ing its examiner’s report in regard to the 
scope of a certificate of convenience and 
necessity to be awarded a bus company, 
ruled that evidence of the convenience of 
a proposed service is not proof of its pub- 
lic convenience and necessity and that fu- 
ture as well as present needs should be 
considered in determining whether pub- 
lic convenience and necessity require the 
operation of a particular motor carrier 
service. Re Allen (No. 2376-A, 3). 


The California commission ruled that 
limitations in a carrier’s certificate of 
convenience and necessity are not auto- 
matically removed by the transfer to such 
carrier of another certificate, apparently 
authorizing the operations so restricted, 
where the commission on the transfer 
hearing, knowing the carrier’s existing 
rights and the rights sought to be ac- 
quired, neither removed the restrictions 
nor authorized consolidation of the ac- 
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quired and existing rights. Re California 
Motor Transport Co., Ltd. (Decision No. 
38959, Case No. 4811). 


In considering rival applications for 
certificates of convenience and necessity 
to operate a bus line, where the antici- 
pated volume of business did not justify 
the granting of a certificate to both, the 
California commission weighed the serv- 
ice proposed by each applicant and 
awarded the certificate to the one offering 
the more extensive and convenient serv- 
ice. Re Drake (Terminal Island Transit 
Co.) (Decision No. 38979, Application 
Nos. 27104, 27117). 


The Colorado commission, in deter- 
mining which of several rival applicants 
should be granted a certificate, considered 
length of residence in the community of 
the applicants, their acquaintance with 
the people and their’needs in the way of 
transportation service, and their present 
occupations, financial responsibility, and 
type of service proposed. Re Shull et al. 

A pplication Nos. 7436, 7445, 7437, De- 
cision No. 27063). 


In considering the application of a 
motor carrier for permission to transport 
buildings intrastate, the Colorado com- 
mission stated that, because of the 
uniqueness of the service to be rendered, 
commission regulated rate schedules 
were impracticable and that a reasonable 
amount of competition should be per- 
mitted to insure fair, reasonable, and 
nondiscriminatory rates. Re Brophy et 
al. (Application No. 7388-PP, Decision 
No. 27024). 


The Colorado commission approved a 
contract carrier’s application to extend 
operation under its certificate where the 
efficiency of existing common carrier 
service would not be impaired by the 
grant of authority to extend and where 
the evidence indicated that the more 
flexible transportation service offered by 
a contract carrier would better suit the 


Nore.—The cases above referred to, where decided by 


needs of shippers. Re Vendegna (A 
plication No. O41 6-PP-Extension, bet. 
sion No. 27070). 


In denying a motor carrier’s applica- 
tion for a certificate, the Illinois commis- 
sion noted that very little evidence had 
been offered in support of or in opposi- 
tion to the application and ruled that an 
applicant has the burden of proving the 
convenience and necessity of a proposed 
pone service. Re Moffitt (No. 1306-A, 
6). 


The Colorado commission denied an 
extension of a carrier’s certificate of con- 
venience and necessity where the service 
in the area sought to be served was ade- 
quate, or could be made adequate under 
commission direction. Re McKee (Deci- 
sion No. 25911, Application No. 1405- 
A-B). 


In dismissing a contract motor car- 
rier’s action to recover at common carrier 
rates for its services after the compensa- 
tion clause in its contract had been de- 
clared illegal, the Federal Circuit Court 
ruled that the statute, providing that a 
contract carrier charge not less than a 
competing common carrier rendering 
substantially similar service, is solely for 
the benefit of the common carrier, whom 
the statute seeks to protect from indis- 
criminate competition. General Mills, 
Inc. v. Steele, 154 F2d 367. 


An order of the Missouri commission, 
requiring a railroad to cease carrying 
baggage cars at the rear of passenger 
trains in compliance with a statute pro- 
hibiting such operation, was reversed on 
appeal where the statute relied on had 
been impliedly repealed by a section of the 
Public Service Commission Law confer- 
ring jurisdiction on the commission to 
prohibit unsafe practices and where no 
finding had been made that the practice 
in question was an unsafe one. Public 
Service Commission v. Missouri Pacific 
Railroad Co. 194 SW2d 314, 


courts or regulatory commissions, 


will be published in full or abstracted in Public Utilities Reports. 
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ARKANSAS POWER & L. CO. v. FEDERAL POWER COM. 


UNITED STATES COURT OF APPEALS, DISTRICT OF COLUMBIA 


Arkansas Power & Light Company 


v. 


Federal Power Commission et al. 


No. 9125 
— US App DC —, — F2d — 
June 28, 1946 


PPEAL from action of District Court dismissing suit for 

declaratory judgment to determine question of jurisdic- 

tion of Federal Power Commission and Arkansas Commission 

over accounting; reversed. For lower court decision, see (1945) 
61 PUR(NS) 474, 60 F Supp 907 


Judgment, § 3 — Right to declaratory judgment — Conflict of jurisdiction — Ac- 
counting records. 

1. A power company is entitled, in a suit for a declaratory judgment, to a 
judicial determination as to whether the Federal Power Commission or a 
state Commission has exclusive regulatory control over its official corporate 
accounting records, where it is subject to regulation by both Commissions 
and each Commission claims, to the exclusion of the other, the power to 
dictate and supervise official books of accounts, p. 195. 


Appeal and review, § 13 — Proper court — Federal Power Act — Question of 
conflicting jurisdiction. 

2. The provision in § 313(b) of the Federal Power Act, 16 USCA § 825/ 
(b), for review of an order of the Federal Power Commission in the cir- 
cuit court of appeals is not a bar to a suit for a declaratory judgment de- 
termining whether the Federal Power Commission or a state Commission 
has exclusive regulatory control over official corporate accounting records 
of a company subject to regulation by both Commissions, since this does 
not involve the review of the manner in which the Federal Power Commis- 
sion has exercised regulatory control over the company’s accounting records, 
but involves only the purely legal problem of determining which Commis- 
sion has the exclusive right to control such records, p. 202. 


Courts, § 15 — Jurisdiction of Federal court — Conflicting claims of Commission 
jurisdiction. 

3. A Federal district court has the right and duty to take cognizance of a 
controversy presented when both the Federal Power Commission and a 
state Commission claim to have the sole power and authority of supervisory 
and regulatory control over the official accounting records and methods of 
a power company, for the purpose of construing the statutes of the two 
sovereignties and then to say authoritatively which Commission, under the 
harmonized statutes, has the regulatory power which both assert and which 
only one can exercise, p. 203. 


[13] 193 64 PUR(NS) 
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Pleading, § 2 — Interpretation — Claim as to Commission jurisdiction. 

4. A motion of the Federal Power Commission to dismiss a suit to deter- 
mine whether that Commission or a state Commission has exclusive regy- 
latory control over official corporate accounting records constitutes an 
affirmative assertion of a claim to exclusive jurisdiction, where the motion 
alleges that no claim is stated upon which relief can be granted since the 
Commission’s accounting authority with respect to public utilities, includ. 
ing the plaintiff, is not affected by any accounting requirements prescribed 
under state law; hence there is presented an actual controversy as to ex. 
clusive jurisdiction, p. 204. 


Pleading, § 2 — Allegation as to accounting requirements — Conflicting Commis- 
sion jurisdiction. 

5. An allegation, in a complaint by a power company seeking a declaratory 
judgment as to whether the Federal Power Commission or a state Com- 
mission has exclusive regulatory control over its corporate accounting rec- 
ords, that the Federal Commission will impose its original cost theory is 
not a mere prediction but something more than prophecy when based upon 
the well-known fact that the Federal Power Commission is recognized as 
being an exponent of the original cost theory of establishing a rate base, 
p. 204. 


Judgment, § 3 — Construction of Declaratory Judgment Act — Justiciable con- 
troversy. 

6. The Federal Declaratory Judgment Act, 28 USCA § 400, is remedial 
in nature and liberally construed, and the word “actual” in the application 
of the act to an actual controversy is one of emphasis rather than one of 
definition ; a justiciable controversy is distinguished from a difference or 
dispute of a hypothetical or abstract character—from one that is academic 
or moot, p. 206. 


Procedure, § 12 — Actual controversy — Conflict of jurisdiction. 

7. An actual controversy, justiciable under the Declaratory Judgment Act, 
28 USCA § 400, is presented when a power company alleges that the Fed- 
eral Power Commission and a state Commission both claim exclusive juris- 
diction over its official corporate accounting records and the Federal Com- 
mission affirmatively asserts a claim to the exclusive right to supervise, 
regulate, and control such records, in spite of allegations that the state law 
confers and the state Commission claims and has exercised exclusive au- 
thority, p. 206. 


Courts, § 15 — Jurisdiction of Federal district court — Interpretation of statutes 
— Conflict of Commission jurisdiction. 
8. The fundamental jurisdiction of a Federal court to decide whether the 
Federal Power Commission or a state Commission has exclusive regulatory 
control over official corporate accounting records, which involves no review 
of a Commission order, is not affected by the exclusive appellate procedure 
of the Federal Power Act, p. 207. 


* Judgment, § 3 — Declaratory judgment — Question of conflicting jurisdiction— 
Possible state intervention in Federal proceeding. 

9. The fact that a state, through its Public Service Commission, could 

intervene in a proceeding before the Federal Power Commission, there ex- 

haust its administrative remedy, and, if dissatisfied, appeal to the circuit 

court of appeals—proposing a novel extension of Federal administrative 

power—is not a bar to a suit by a power company for a declaratory judg- 


64 PUR(NS) 194 





ARKANSAS POWER & L. CO. v. FEDERAL POWER COM. 


ment to determine whether the Federal Power Commission or a state Com- 
mission has exclusive regulatory control over its official corporate account- 
ing records, p. 208. 


Judgment, § 3 — Declaratory judgment — Appeal as alternative. 
10. A power company is entitled, in a suit for a declaratory judgment, to 
a judicial determination as to whether the Federal Power Commission or 
a state Commission has exclusive regulatory control over its official cor- 
porate accounting records, notwithstanding the possibility of appealing to 
a circuit court of appeals after the Federal Commission has passed on the 
question of its own and the state Commission’s jurisdiction; existence of 
another route to the same goal does not preclude a litigant from invoking 
the Declaratory Judgment Act, p. 209. 

Appeal and review, § 25 — Scope of review — Ruling on propriety of remedy. 
11. The United States court of appeals, in reviewing the question whether 
a Federal district court has jurisdiction over a suit for a declaratory judg- 
ment to determine whether the Federal Power Commission or a state Com- 
mission has exclusive regulatory control over official corporate accounting 
records, is not permitted to examine the merits of the case and to deter- 
mine whether the Federal Commission has exclusive jurisdiction, p. 209. 


(Morris, J., dissents.) 
Sa 
Before Clark and Wilbur K. Miller, 
AJJ., and James W. Morris, DJ.* 


WIsBur K. MILter, J.: 
[1] This appeal may be summarized 
as a request for the answer to a single 


ApPpEARANCES: P. A. Lasley, of 
the Bar of the state of Arkansas, and 
A. J. G. Priest, of the Bar of the state 


of New York, pro hac vice, by special 
leave of court, with whom Mrs. Vir- 


r the 
atory 
view 
dure 


ginia C. Duncombe was on the brief, 
for appellant. Spencer Gordon also 
entered an appearance for appellant. 
Cleveland Holland, Assistant Attor- 
ney General of the state of Arkansas, 
of the Bar of the state of Arkansas, 
pro hac vice, by special leave of court, 
with whom H. Cecil Kilpatrick was 
on the brief, for the state of Arkansas 
as amicus curiae, urging reversal. 
Lambert McAllister, Special Coun- 
sel, Federal Power Commission, with 
whom Howell Purdue, Senior Attor- 
ney, was on the brief, for appellee Fed- 
eral Power Commission. Howard E. 
Wahrenbrock, Assistant General 
Counsel, and Louis W. McKernan, 
Principal Attorney, Federal Power 
Commission, entered appearances for 
appellee Federal Power Commission. 
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question: is the Arkansas Power & 
Light Company entitled, in a suit for 
a declaratory judgment, to a judicial 
determination as to whether the Fed- 
eral Power Commission or the Arkan- 
sas Public Service Commission has 
exclusive regulatory control over its 
official corporate accounting records? 

It should be noted at the outset that 
we are not now concerned with decid- 
ing which Commission possesses the 
exclusive right of control which both 
claim; consequently we are not pres- 
ently confronted with the problem of 
interpreting the Federal and state stat- 
utes involved, in order to decide which 
Commission has the paramount pow- 
er. Our task is simply to ascertain 





* Sitting by designation. 
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whether the complaint exhibited a jus- 
ticiable controversy properly cogniz- 
able under the Declaratory Judgment 
Act.’ That is to say, this appeal does 
not present for review a judgment of 
the lower court holding that either 
this or that Commission has sole reg- 
ulatory authority over the company’s 
official corporate accounts ; for the dis- 
trict court did not reach that question. 
The order from which this appeal is 
taken went only so far as to dismiss 
the complaint* “upon the grounds that 
this court does not have jurisdiction 
over the subject matter and that no 
claim is stated upon which relief can 
be granted.” 

Difficulty in considering this mat- 
ter is avoided if it be borne constantly 
in mind that the case does not have to 
do with bookkeeping entries or ac- 
counting problems as such. The pur- 
pose of the suit is merely to find which 
Commission has the sole, exclusive 
right of regulatory control over the 
official accounts. As far as the declar- 
atory judgment sought is concerned, 
the complaint does not challenge the 
correctness of, or justification for, any 
order of either Commission with re- 
spect to the manner of recording 
transactions on the company’s books, 
or the allocation of items among pre- 
scribed accounts, or the disposition of 
amounts recorded in various accounts. 
It is necessary, therefore, in the con- 
sideration of this appeal, sharply to 
distinguish between a judicial review 
of the manner in which the regulatory 


control has been exercised, which this 
case does not involve; and, on the 
other hand, a judicial determination 
as to whether the Federal Commission 
or the state Commission has the right 
under the law to exercise paramount 
regulatory supervision and contro! 
over official accounting records, which 
is the relief invoked here. 

This case is not like those in which 
the courts, including the Supreme 
Court, have permitted two Commis- 
sions, each having authority in. the 
premises, to require a utility company 
to keep different sets of accounts, one 
to accord with the requirements of one 
Commission, and another to meet the 
requirements of the other Commis- 
sion.* For those cases do not deal 
with a conflict between jurisdictions 
over the sole right to prescribe official 
accounting methods, and go no further 
than to point out the right of a second 
Commission to demand memorandum 
accounts to suit its purposes, which 
may differ from the accounts required 
by another Commission which also 
has authority in the premises. 

Here the company asserts its will- 
ingness to keep two differing sets of 
accounts in obedience to the dictates 
of the two Commissions to which it is 
subject; but it alleges that this will 
satisfy neither Commission, as both 
assert the right to require the com- 
pany to keep its dominant, principal, 
primary, and basic accounts* in the 
manner specified by it.. It is charged 
that each Commission claims the au- 





149 Stat. 1027, Judicial Code § 274(d), 28 
USCA 400. 

2The order also dismissed the cross-claim 
of the Department of Public Utilities of Ar- 
kansas (now Arkansas Public Service Com- 
mission) but the a did not appeal. 

8 Alabama Power Co. ederal Power 
Commission (1942) 75 US “App DC 315, 44 
PUR(NS) 197, 128 F2d 280; Hartford Elec- 
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tric Light Co. v. Federal Power Commission 
(1942) 46 PUR(NS) 198, 131 F2d_ 953; 
Northwestern Electric Co. v. Federal Power 
Commission (1944) 321 US 119, 88 L ed 5%, 
: PUR(NS) 86, 64 S Ct 451; Pacific Power 

& Light Co. v. Federal Power Commission 
(1944) 53 PUR(NS) 12, 141 F2d 602. 

4 These accounts are referred to throughout 
this opinion as the official corporate accounts. 
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thority, exclusive of the other, to re- 
quire the company to keep, not just a 
set of memorandum accounts in the 
manner dictated by it, but official cor- 
porate accounts and records such as it 
prescribes. This would involve no 
practical difficulty if the requirements 
of the two Commissions were iden- 
tical; but when, as here, the two reg- 
ulatory bodies insist on divergent and 
inconsistent action on the part of the 
company concerning the same subject 
matter, it is apparent that somehow 
the conflicting claims to the same 
right of control should be reconciled. 
The confusion as to the issues which 
is apparent in the briefs filed with us 
should be disspelled by the realization 
that a public utility cannot keep more 
than one set of actual, official corpo- 
rate accounts. Neither can any other 
corporation, for that matter. There 
must always be an official recording of 
figures to represent the actualities of 
the business, to constitute the genuine 
record of stewardship, the basis upon 
which representations are made as to 
the real results of the utility’s opera- 
tions and its true financial condition 
in reports to stockholders and to the 
public, and in financial statements to 
be submitted to prospective investors 
or creditors. Merely to state this 
proposition is to demonstrate its 
soundness, since any reasonable mind 
immediately perceives that actual 
transactions can be truly reflected by 
only one set of figures. A differing 
set shows only a hypothetical situa- 
tion, demonstrating the distinction be- 
tween what is, and what might have 
been. 
f course it is readily apparent that 
a public utility can prepare and sub- 
mit, whenever necessary or required, 


pro forma accounts, showing what its 
status would have been had entries 
been recorded in its books other than 
those which actually were made; or 
what the result would have been had 
various items been placed under head- 
ings other than those under which 
they were actually placed in the official 
records; or what the situation would 
have been had this or that capital as- 
set been eliminated by a charge to sur- 
plus or annual amortizing charges 
against earnings. Such alternative ac- 
counts are simply in the nature of 
memoranda, and can never be said to 
be the official corporate records. 

But when a regulatory Commission 
asserts the right to command that an 
item which another Commission, also 
claiming jurisdiction, has treated as a 
valuable asset, be charged to surplus 
or amortized through charges to earn- 
ings, the Commission which asserts 
such right to command unquestion- 
ably is saying that accounts kept in 
response to its orders must be, not 
mere memoranda, but the official cor- 
porate records. Such action goes be- 
yond a claim of authority to make 
bookkeeping or accounting require- 
ments, and touches actual property 
rights. In such circumstances, a util- 
ity should be able to learn from a de- 
claratory judgment which Commis- 
sion has exclusive jurisdiction. 

So it is necessary to examine the 
record to ascertain whether the nature 
of the appellant’s property and busi- 
ness operations is such as to stamp it 
as a utility under the Arkansas regu- 
latory act, and under the Federal Pow- 
er Act as well, and consequently sub- 
ject to regulation by both state and 
Federal Commissions. If so, then we 
must see if the record discloses each 
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Commission to be claiming, to the ex- 
clusion of the other, the power to dic- 
tate and supervise official books of 
accounts. For if such conflicting 
claims are shown to exist, the two ap- 
plicable statutes should have been rec- 
onciled by the district court in a de- 
claratory judgment. 

Arkansas Power & Light Company 
is a public utility, incorporated under 
the laws of Arkansas and engaged in 
the business of generating, distribut- 
ing and selling electric energy to con- 
sumers, and at wholesale to others 
who resell the energy. It owns no 
property and does no business outside 
of Arkansas with the exception of a 
small distribution extension into 
Louisiana. Ninety-eight per cent 


of its electric facilities are used solely 
for the generation and distribution of 
energy to consumers. All of its whole- 


sale deliveries are made in Arkansas. 
Less than 2 per cent of the company’s 
electric facilities are used exclusively 
in the transmission of electric energy 
sold at wholesale in interstate com- 
merce for resale. 

Because the entire business of the 
appellant is transacted in Arkansas, 
and 98 per cent of its electric facilities 
are employed in a purely intrastate 
service of electric energy to con- 
sumers, it is a public utility subject to 
the jurisdiction of the Arkansas Pub- 
lic Service Commission under the pro- 
visions of Act 324 of the General As- 
sembly of 1935. By its order of July 
2, 1937, the state Commission actual- 
ly took and has since retained juris- 
diction of the appellant’s business. The 


state Commission’s order of that date 
was for the purpose of determining 
whether the rates, rules, practices, reg- 
ulations, and contracts of the appel- 
lant concerning electric service in Ar- 
kansas were reasonable and lawful. On 
November 10, 1943, the state Com. 
mission directed that a hearing be held 
to establish the fair and reasonable 
rate base, and rate of return thereon, 
with respect to the appellant’s electric 
property, and to fix reasonable rates 
to be charged by the appellant for elec- 
tric service. The company was di- 
rected to show cause why the original 
cost of its electric property less ac- 
crued depreciation should not be es- 
tablished as the electric rate base and 
why its books and accounts should not 
be adjusted to conform to the state 
Commission’s uniform system of ac- 
counts. The order further required 
the appellant to show cause why it 
should not be required to write out of 
its accounts any amounts which did 
not reflect actual value. 

Concerning the matters covered by 
its order of November 10, 1943, the 
state Commission held extensive hear- 
ings. Finally, on June 24, 1944, 55 
PUR(NS) 129, 135, it entered an ex- 
haustive and carefully considered or- 
der. It determined that it had juris- 
diction to prescribe the manner in 
which the company should keep its 
corporate books, accounts, and rec- 
ords, and that the books, records, and 
accounts prescribed by it should be the 
official corporate accounts and records 
of the company.’ The order of the 
state Commission then proceeds to 





5 “This Department was created by Act No. 
324 of the Acts of 1935, approved April 2, 
1935. It is vested with power and jurisdic- 
tion to regulate all public utilities doing busi- 
ness in Arkansas with power to prescribe rea- 
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sonable, uniform rates and practices. The act, 
§ 19(1), expressly provides that the Depart- 
ment, upon its own motion, shall, upon rea- 
sonable notice after a hearing, ‘find and fix 
just, reasonable, and sufficient rates to be 
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prescribe the method by which the 
company shall keep its accounts, and 
to establish its rate base on what is 
known in regulatory circles as the pru- 
dent investment standard. The pru- 
dent investment theory recognizes as 
the rate base the price paid as a result 
of arms-length bargaining for prop- 
erty having actual value which is de- 
voted to the public use, even though 
that price exceeds the original cost in- 
curred by him who first dedicated the 
property to public service. The ex- 
ess is required to be set up in a sep- 
arate account but is considered as rep- 


resenting actual value and as being a 
part of the rate base, upon which the 
utility is entitled to earn a fair re- 
turn. 

Although the Federal Commission 
had before it the state Commission’s 
order of June 24, 1944, supra, which 
had definitely claimed exclusive juris- 
diction over the official accounting rec- 
ords and had prescribed a prudent in- 
vestment rate base, nevertheless it en- 
tered on September 27, 1944, a “Sup- 
plemental Order to Show Cause,” the 
text of which is shown in the mar- 


gin.® 





thereafter observed, and enforced and demand- 
ed by any public utility.’ The Department is 
charged with the duty to ‘ascertain and fix 
the value of the whole or any part of the 
property of any public utility.’ 

“Respondent is an Arkansas corporation 
and is engaged exclusively in intrastate busi- 
ness. The Department has jurisdiction to ‘es- 
tablish a uniform system of accounts’ to be 
kept by respondent and to ‘prescribe the man- 
ner in which such accounts shall be kept.’ The 
Department, therefore, finds that it has juris- 
diction to prescribe the manner in which the 
respondent keeps its corporate books, accounts, 
and records, and that the books, records, and 
accounts so prescribed by this Department 
shall be the official corporate accounts and 
records of the company. Its jurisdiction over 
respondent and its electric and other opera- 
tions is complete and comprehensive and the 
Department is the only regulatory authority 
having such all-inclusive jurisdiction. 

“The Department is given power to super- 
vise, regulate, restrict, and control the issu- 
ance of stock, bonds, notes, and other evi- 
dence of indebtedness by all public utilities 
doing business in Arkansas. 

“The act (§ 61) expressly provides that 
‘every public utility, and every person or cor- 
poration, shall obey and comply with each and 
every requirement of the act and of every 
order, decision, direction, rule or regulation 
made or prescribed by the Department in all 
matters herein specified, or any other matter 
in any way relating to or affecting the busi- 
ness of any public utility.’ 

“The foregoing powers of the Department 
were sustained by the Arkansas Supreme 
Court in Department of Public Utilities v. 
Arkansas Louisiana Gas Co. (1940) 200 Ark 
983, 36 PUR(NS) 41, 142 SW2d 213.” 

_ Excerpt from order of Department of Pub- 
lic Utilities of Arkansas, dated June 24, 1944, 
55 PUR(NS) at p. 135. 
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6“Tt appearing to the Commission that: 

“(a) On June 15, 1943, this Commission 
issued an order requiring Arkansas Power & 
Light Company (‘company’) to show cause in 
writing, under oath, if any there be, why the 
company should not be required to classify 
$16,610,196.85 in Account 107, Electric Plant 
Adjustments; $1,108,440.24 in Account 100.5, 
Electric Plant Acquisition Adjustments ; $45,- 
551,920.00 in Account 100.6, Eiectric Plant in 
Process of Reclassification; $2,293,567.58 in 
various Plant in Process of Reclassification 
Accounts within Account 108, Other Utility 
Plant; dispose of $2,402,515.42 in Account 107 
in the manner described in paragraph (1) of 
the order of June 15, 1943; submit plans for 
the disposition of the remainder of $14,207,- 
681.43 in Account 107 and of the $1,108,440.24 
in Account 100.5, and prepare and submit to 
the Commission revised reclassification and 
original cost studies respecting the amounts 
established in Account 100.6 and the various 
Plant in Process of Reclassification Accounts 
within Account 108. 

“(b) On September 18, 1943, the company 
filed its response in which, in effect, it pro- 
posed to classify $7,791,086.11 of its electric 
plant at December 31, 1936, in Account 107 
and $10,429,819.21 in Account 100.5 and Plant 
Acquisition Adjustments Accounts within Ac- 
count 108. 

“(c) Thereafter conferences were held be- 
tween representatives of the company, the 
staff of this Commission, and the staff of the 
Department of Public Utilities of Arkansas, 
but said conferences failed to produce com- 
plete agreement on the issues. 

“(d) On January 13, 1944, the Commission 
set the issues raised by the order of June 15, 
1943, and the company’s response thereto, for 
public hearing on February 16, 1944. 

“(e) The hearing was postponed from time 
to time, in order not to interfere with a rate 
proceeding being conducted by the Arkansas 
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The company conceived this to be 
an assertion by the Federal Power 
Commission that it possesses author- 
ity under the law to require the com- 
pany to make in its official records the 
adjustments recommended by the staff, 
adjustments which are seen to be dras- 
tic departures from the company’s then 
existing accounting situation which 


had come into being through the com. 
pulsion of the order of the Arkansas 
Commission: Alarmed at the prospect 
of being forced to disobey one of the 
two Commissions and so to violate 
one of the two statutes whatever 
course it might take, the company com- 
plained to the court below that the two 
regulatory bodies, each proclaiming 





Department of Public Utilities involving the 
rates of the company, and on May 13, 1944, 
the Commission entered an order postponing 
the hearing ‘pending further order of the Com- 
mission.’ 

“(f) The staff of the Commission in the 
meantime has been engaged in making further 
studies of the company’s response and of other 
data furnished the Staff by the company, such 
other data being in the nature of an amend- 
ment to the company’s response which have 
not been formally filed with the Commission 
by the company. 

“(g) As a result of the additional studies, 
the staff of this Commission has submitted a 
supplemental report on the reclassification and 
original cost studies of electric plant of the 
company, which report is to be served here- 
with upon the company and is made a part 
hereof by reference. 

“(h) In the supplemental report the staff 
recommends that the company be required to 
classify $11,881,199.23 in Account 107, Elec- 
tric Plant Adjustments, and $9,293,057.46 in 
Account 108.18 Common Utility Plant Acqui- 
sition Adjustments, all as more fully set forth 
at pp. 4 to 16 of the supplemental report.! 

“(i) The staff also recommends in the sup- 
plemental report that the company be required 
to dispose of the $11,881,199.23 recommended 
for classification in Account 1C7 as follows: 


“To Account 140, Unamortized 
Debt Discount and Expense, 
and Account 271, Earned 
Surplus, in appropriate 
amounts, representing una- 
mortized debt discount and 
expense incurred in connec- 
tion with the issuance as of 
October 1, 1926, of fi st and 
and refunding bonds, 5 per 
cent series, due 1956, in the 
principal amount of $18,- 

000 $1,497,546.00 


“1 Account 108.15, Common Utility Plant 
Acquisition Adjustments, a subaccount of Ac- 
count 108, Other Utility Plant, is used for 
the purpose of identifying plant acquisition 
adjustments arising through acquisitions of 
properties of more than one utility depart- 
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“To Account 150, Capital Stock 
Discount, representing dis- 
count on capital stock 

“To Account 151, Capital Stock 
Expenses, representing ex- 
penses associated with the 
issuance of capital stock .... 

“To Account 146, Other De- 
ferred Debits, and Account 
271, Earned Surplus, in ap- 
propriate amounts, represent- 
ing deferred franchise ex- 
penses erroneously capitalized 
as cost of plant 

“To Account 250, Reserve for 
Depreciation of Electric 
Plant, representing unrecord- 
ed retirements 

“To Account 271, Earned Sur- 

lus, or Account 270, Capital 
urplus, if properly created 
for that purpose, representing 
write-ups and other errone- 
ous charges in the company’s 
plant account 9,141,473.01 
$11,881,199.23 


“(j) In its supplemental report the staff 
recommends that the company be required to 
submit a plan for the disposition of the $9,- 
293,057.46, to be classified in Account 108.15. 


“The Commission orders that: : 

“(A) At the public hearing to be held in 
the above-entitled matter, which hearing has 
been indefinitely postponed, the issues to be 
determined shall be those raised by the Com- 
mission’s order of June 15, 1943, as supple- 
mented by this order, and the company’s re- 
sponse to the order of June 15, 1943. 

“(B) The company shall file a response, 
under oath, within sixty days after the date 
of this order, to the recommendations con- 
tained in the supplemental report herewith to 
be served upon the company, including a plan 
for disposition of amounts in the adjustment 
accounts. In such response the company shall 
set forth any amounts disposed of since De- 
cember 31, 1936, which are recommended for 
classification by the staff in Accounts 107 and 
108.15 together with the manner in which such 
disposition was effected. 

“(C) The secretary serve upon the company 
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its paramount power to regulate, had 
aced it in a dangerous dilemma from 
which it could be rescued only by a 
judicial determination concerning the 
ontending claims of the two Com- 
missions. 

The suit was filed in the District 
Court of the United States for the Dis- 
trict of Columbia against Federal 
Power Commission and the Depart- 
ment of Public Utilities of Arkansas 
(1945) 61 PUR(NS) 474, 60 F 
Supp 907.7 The complaint alleged 
that the company, which is a substan- 
tial electric utility in Arkansas, is a 
“public utility” in the meaning of the 
Arkansas statute regulating public 
utilities, and that, therefore, the state 
Commission is exercising regulatory 
control .over its accounting records 
and practices; that the state Commis- 
sion has ordered that the company’s 
accounts shall be kept and treated in 
the manner prescribed by it, and that 
the accounts so kept and treated shall 
be the official corporate accounting 
records of the company. 

It is further alleged in the com- 
plaint that, after the state Commis- 
sion had ordered changes in its ac- 
counting procedure and had _ estab- 
lished a new rate base and instituted 
new rates and the company had com- 
plied, the Federal Power Commission 
asserted that it alone possesses the 
sole, exclusive and paramount juris- 
diction and authority to regulate the 
oficial corporate accounting records 
and practices of the company. The 
Federal Commission’s representatives 
made studies of the company’s prop- 
erties and books and thereafter rec- 


ommended that the Federal Commis- 
sion require dispositions of amounts 
in various accounts quite at variance 
with the treatment already given, and 
currently being given, those accounts 
pursuant to the mandate of the state 
Commission. While the Federal Com- 
mission had not then conducted for- 
mal hearings on its staff’s report, the 
complaint alleged that the company 
had been ordered to show cause why 
it should not make the adjustments 
recommended by the Federal Com- 
mission’s employees, which adjust- 
ments would be violative of the order 
already entered by the state Commis- 
sion. 

Being placed in such a dilemma, 
and faced with the prospect of incur- 
ring heavy penalties should it disobey 
one of the Commissions, and so in- 
evitably violate either the federal or 
the state statute, and finding it impos- 
sible to submit to the authority of both 
Commissions since their claims were 
in hopeless conflict, the company 
turned to the Declaratory Judgment 
Act, presented its problem to the court, 
and asked to be told authoritatively 
which of the two Commissions actual- 
ly has, when the Federal and state stat- 
utes are considered together, the legal 
right of regulatory control over its of- 
ficial accounts, a right which is neces- 
sarily exclusive. 

The Arkansas Commission came 
into court voluntarily, alleging that it 
has the exclusive duty and power of 
supervisory control over the com- 
pany’s official accounting procedure. 
It filed a cross-claim against the Fed- 
eral Commission and prayed for a ju- 





a copy of the supplemental report herein re- 
ferred to concurrently with the service on the 
company of this order.” 

7 After the suit was filed, the official desig- 
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nation of Department of Public Utilities of 
Arkansas was changed to “Arkansas Public 
Service Commission.” It will be referred to 
in this opinion as “state Commission.” 
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dicial declaration that the exclusive 


jurisdiction to regulate, supervise and 
control the official records and ac- 
counts of the company is vested in the 


state of Arkansas and its Public Serv- 


ice Commission, and not in the Fed- 
eral Power Commission. 

Thereupon the Federal Power Com- 
mission pleaded that it alone has the 
power claimed by the Arkansas body 
but that, because it has not finished 
the process of exercising that power 
upon which it has already embarked, 
the district court cannot resolve the 
difficulty by deciding as a matter of 
law where the exclusive right of con- 
trol lies. It will thus be seen that the 
statement of an irreconcilable dispute 
between the two jurisdictions set forth 
in the complaint was shown by the af- 
firmative pleadings of the two Com- 
missions to be an actuality. 

[2] In these circumstances the 
question was, of course, whether a 
justiciable controversy appeared con- 
cerning which a declaratory judgment 
might properly be rendered. The dis- 
trict court apparently regarded the 
complaint as an attempt to review a 
definitive order of the Federal Power 
Commission. The reasoning used by 
it in reaching the conclusion that it 
did not have jurisdiction over the sub- 
ject matter of the complaint and cross- 
claim, and that therefore the motion 
to dismiss filed by the Federal Power 
Commission should be granted, is thus 
stated in its opinion: 

“Section 313(b) of the Federal 
Power Act, 16 USCA 825, l(b), 
provides that any party to a proceed- 


ing under this act, aggrieved by , 

order issued by the Commission ; 

such proceeding, may obtain a review 
of such order in an appropriate circuit 
court of appeals, by filing in such cour; 
a written petition praying that the or- 
der of the Commission be modified or 
set aside. This method of judicial 
review is exclusive. (Cases cited.) 
The Federal Declaratory Judgment 
Act, 28 USCA § 400, does not confer 
upon the court jurisdiction which it 
does not otherwise possess. (Cases 
cited.) This court therefore does not 
have jurisdiction over the subject mat- 
ter of the complaint.” 61 PUR(NS) 
at p. 476. 


In support of this holding of the 
court below, the Federal Commission 
in its argument before us points out 
that the complaint shows it has made 
no appealable order—in fact, has 
made no order at all—concerning the 
appellant’s accounts. It says the mat- 
ters pending before it are merely rec- 
ommendations of its staff of account- 
ants which, after hearings are held, it 
may or may not adopt. Hence it ar- 
gues that, as its administrative process 
is as yet incomplete, recourse may not 
be had to any court by a utility which 
is dissatisfied with its staff’s recom- 
mendations. The only remedy of one 
who considers himself aggrieved by 
the report of the Federal Commis- 
sion’s staff, it is said, is to wait until 
the Federal Commission has entered 
a final order, and then to appeal to a 
circuit court of appeals, the only form 
of review permitted by the Federal 
Power Act.® 





, 816 USCA § 825-1 (b), is in part as fol- 
ows: 

“(b) Any party to a proceeding under this 
chapter aggrieved by an order issued by the 
Commission in such proceeding may obtain a 
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review of such order in the circuit court of 
appeals of the United States for any circutt 
wherein the licensee or public utility to which 
the order relates is located or has its princi- 
pal place of business, or in the United States 
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This argument is valid of course 
with reference to orders issued by the 
Federal Commission concerning the 
form of accounts to be kept, concern- 
ing accounting practices and proce- 
dure, and concerning the disposition 
of amounts in various numbered ac- 
counts, because such orders may be 
reviewed only in the way the statute 
permits. It must indeed be admitted 
to be a valid argument concerning any 
actual exercise by the Federal Com- 
mission of supervisory control over 
utility accounting books and records. 

But the argument is not valid here, 
because it misses the actual point in- 
volved. It ignores the fact, which has 
been pointed out earlier in this opin- 
ion, that this case does not have to do 
with bookkeeping entries or account- 
ing problems as such, and that the 
complaint in this case does not seek a 
judicial review of the manner in which 
the Federal Power Commission has 
exercised regulatory control over the 
company’s accounting records. 

It is plain, therefore, that the con- 
tention of the Federal Commission to 
the effect that only its final orders may 
be reviewed, and then only by the ex- 
clusive method of appeal provided by 
the statute, overlooks the real nature 
of the controversy as we view it. For, 
as said before, this appeal is not con- 
cerned with the propriety of an actual 
order of the Federal Commission con- 
cerning the classification or treatment 
of accounts ; it involves only the pure- 
ly legal problem of determining, after 


considering together the applicable 
state and Federal statutes, whether the 
Federal Commission or the state Com- 
mission has the exclusive right to con- 
trol the official accounting records of 
the company. It is alleged that both 
Commissions claim to have that ex- 
clusive right, so this case involves only 
the search for the proper lodgement 
of the power of control, and has noth- 
ing to do with the manner in which 
the right of control has been or may 
be exercised by either Commission. 

[3] As we have pointed out hereto- 
fore, if the record shows both Com- 
missions to be claiming to have the 
sole power and authority of supervi- 
sory and regulatory control over the 
official accounting records and meth- 
ods of the company, an actual contro- 
versy was presented; and it was the 
right and duty of the district court to 
take cognizance of it for the purpose 
of construing the statutes of the two 
sovereignties, and then to say au- 
thoritatively which Commission, un- 
der the harmonized statutes, has the 
regulatory power which both assert, 
and which only one can exercise. 

It is pertinent, therefore, to ascer- 
tain whether the record disclosed such 
a controversy, that is to say, whether 
it shows that each Commission is con- 
tending that its organic statute gives 
it exclusive authority over the com- 
pany’s accounts. It matters not that 
one of them has not yet entered a de- 
finitive order concerning the account- 
ing records; it is enough if the Com- 





court of appeals for the District of Columbia, 
by filing in such court, within sixty days after 
the order of the Commission upon the appli- 
cation for rehearing, a written petition pra 
ing that the order of the Commission be 
modified or set aside in whole or in part. 
copy of such petition shall forthwith be served 
upon any member of the Commission and 
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thereupon the Commission shall certify and 
file with the court a transcript of the record 
upon which the order complained of was en- 
tered. Upon the filing of such transcript such 
court shall have exclusive jurisdiction to af- 
firm, modify, or set aside such order in whole 
or in part. ° 
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mission which has not entered such an 
order contends that it has the right to 
do so, to the exclusion of the authority 
claimed by the other. 

[4] Examination of the pleadings 
reveals. the fact that the Federal Com- 
mission does assert the right to dic- 
tate, prescribe and control the utility’s 
official accounting records. We find 
the complaint stating that the state 
Commission is authorized and em- 
powered by law to require the appel- 
lant to keep official books of accounts 
according to its uniform system and 
its rules regulating accounting. It is 
averred in the complaint that the state 
Commission has asserted and exer- 
cised that authority and power, and 
that the appellant has obeyed its or- 
ders in that regard. The complaint 
further alleges that in ordering the ap- 
pellant to respond to the recommenda- 
tions of its staff’s report, and to show 
cause why it should not make the ac- 
counting adjustments proposed by the 
staff, the Federal Commission is man- 
ifesting its intention to order changes 
in the official accounts which are now 
in the form required by the state Com- 
mission, and thus in effect is propos- 
ing to reject and overrule the state 
Commission’s order. 

This would seem to be a very defi- 
nite pleading of an actual controversy, 
in that it is charged that both Com- 
missions claim the power and author- 
ity to be the sole arbiter as to the of- 
ficial corporate books of accounts. But, 
in its argument, the Federal Commis- 
sion characterizes the allegations of 
the complaint to the effect that it will 
prescribe, control and regulate the of- 
ficial accounting records as nothing 
more than the appellant’s prophecy 
concerning its future action. It says 
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these allegations, therefore, do not 
amount to facts well pleaded and are 
not admitted by the Federal Commis- 
sion’s motion to dismiss. There would 
be force in this argument were it not 
for the fact that the Federal Commis- 
sion’s motion to dismiss contains this 
language : 

“No claim is stated upon which re- 
lief can be granted, since the Commis- 
sion’s accounting authority with re- 
spect to ‘public utilities’ including 
plaintiff, is not affected by any ac- 
counting requirements prescribed un- 
der state law.” 

We regard the quoted words as an 
affirmative assertion by the - Federal 
Commission of a claim to the exclu- 
sive right to supervise, regulate and 
control the appellant’s official account- 
ing records, in spite of the allegations 
in the complaint that the state law con- 
fers, and the state Commission claims 
and has exercised, exclusive authority 
over such official records. It will be 
noted that the statement above quoted 
from the motion to dismiss is made by 
the Federal Commission itself, and not 
by its staff. It constitutes an authori- 
tative, affirmative statement that the 
Federal Commission believes it has, 
and will exercise, plenary and exclu- 
sive regulatory power over the com- 
pany’s official records of its accounts 
and business. 

[5] In attempted avoidance of a de- 
claratory judgment, the appellees in 
effect say it is impossible at this point 
for it to be known whether they will 
sustain the original cost recommenda- 
tions in their staff’s report; and so the 
argument is that no controversy of 
conflict between the Commissions is 
disclosed by the complaint, but only 
a difference between the Arkansas 


204 





© not 
nd are 
mmis- 
would 
it not 
mmis- 
is this 


ch re- 
mmis- 
th re- 
uding 
'y ac- 
d un- 


as an 
deral 
xclu- 
> and 
ount- 
tions 
con- 
laims 
ority 
ill be 
10ted 
le by 
1 not 
hori- 
- the 
has, 
<clu- 
‘om- 
unts 


. de- 
; in 
oint 
will 
1da- 
the 
Or 
3 is 
nly 
sas 


ARKANSAS POWER & L. CO. v. FEDERAL POWER COM. 


Commission and the staff of the Fed- 
eral agency. Although the complaint 
alleges the Federal Commission will 
impose its original cost theory on the 
company, that Commission replies 
that the statement is a mere predic- 
tion; but without denying its claim of 
right to override the orders of the 
state Commission. We regard the al- 
legations in the complaint as some- 
thing more than prophecy. They are 
based upon the well-known fact that 
the Federal Power Commission is 
recognized as being an exponent of 
the original cost theory of establish- 
ing a rate base. It has been so de- 
scribed by the Supreme Court.® The 
Federal Commission uniformly has 
construed its system of accounts to re- 
quire that the excess of prudent invest- 
ment over original cost be written 
off.’ 

Scarcely more than a month before 
the Federal Commission filed its mo- 
tion to dismiss the complaint in this 
case, and in support of that motion 
argued that it might or might not sus- 
tain the theory of its staff which would 
require, inter alia, the sum of $6,947,- 
058.92, by which prudent investment 
exceeds original cost, to be charged off 
or amortized, it had written a lengthy 


opinion," in which it considered the 
proper accounting treatment to be ac- 
corded a large sum which it had or- 
dered The Montana Power Company 
to classify in Account 100.5. The 
Commission’s opinion said : 

“The company contends that the 
cost of intangibles should remain on 
its books, unamortized and undimin- 
ished, indefinitely in the future. 

“Consistent with our action in sim- 
ilar cases heretofore decided, there- 
fore, we reject respondent’s conten- 
tion that the amounts should be kept 
in the accounts indefinitely without 
diminution by amortization or other- 
wise. Considering all the facts in this 
case, amortization over a reasonable 
period of time seems proper. Accord- 
ingly we shall order the amount of 
$5,086,428.48, includible in Account 
100.5 to be amortized. This 
is in accordance with our determina- 
tion in the Pacific Power and Light 
Company Case in which we were sus- 
tained by the circuit court.” 

In another decision, the Federal 
Commission had before it the question 
of what disposition should be made of 
amounts in Account 100.5% It reit- 
erated the statement made in the Pa- 
cific Power and Light case and an- 





®Northwestern Electric Co. v. Federal 
Power Commission (1944) 321 US 119, 123, 
88 L ed 596, 52 PUR(NS) 86, 64 S Ct 451. 

Re St. Croix Falls Minnesota Improv. 
Co. and St. Croix Falls Wisconsin Improv. 
Co. (FPC 1942) 43 PUR(NS) 1, 11; Re 
California Oregon Power Co. (FPC 1943) 47 
PUR(NS) 193, 195; Re Montana Power Co. 
(FPC 1945) 57 PUR(NS) 193, 226. 

11Re Montana Power Co. (FPC 1945) 57 
PUR(NS) 193. 

12257 PUR(NS) at p. 226. 

13In Re California Oregon Power Com- 
pany (FPC 1943) 47 PUR(NS) 193, the 
Commission said: 

“In its revised original cost study COPCO 
established the amount of $828,684.97 in Ac- 
count 100.5, Electric Plant Acquisition Ad- 
Justments. There is no dispute as to the 


origin or classification of this amount. It 
represents the excess of acquisition cost over 
original cost of operating units or systems 
purchased. The issue is whether such amount 
should be properly amortized or permitted to 
remain indefinitely in Account 100.5.8 

“This problem was before us very recently 
in the St. Croix Cases and again in Re Pa- 
cific Power & Light Co.8 In the case before’ 


“8 Account 100.5 provides that the amounts 
recorded therein with respect to each property 
acquisition ‘shall be depreciated, amortized, or 
otherwise disposed of, as the Commission may 
approve, or direct.’ 

“4 (1942) F. P. C. Opinions Nos. 72 and 
72-A, 43 PUR(NS) 1, 11. 

“6 (1942) F. P. C. Opinion No. 84, 46 PUR 
(NS) 131.” 
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other earlier case that the elimination 
of the amounts in Account 100.5 is 
mandatory under its system of ac- 
counts. The staff’s report in this case 
reflects the policy consistently adhered 
to and recently reaffirmed by the Fed- 
eral Power Commission. 

There can be no doubt as to the po- 
sition of the Federal Power Commis- 
sion as to whether it claims authority 
superior to that of the state Commis- 
sion, as charged in the complaint. Not 
only is that position affirmatively stat- 
ed in the appellees’ motion to dismiss, 
as we have shown, but it is also un- 
mistakably set forth in the brief filed 
with us by the Federal Commission. 
After quoting § 301(a) of the Fed- 
eral Power Act (49 Stat 854, USCA 
Title 16, § 825a), the appellees state 
that its language gives them compre- 
hensive authority in the regulation of 
the accounting of public utilities. The 
appellees then add this significant 
statement : 

“There is no basis in the act for the 
contention that the Federal authority 
in this regard is subordinated to or af- 
fected by such state accounting re- 
quirements. The act also furnishes no 
basis for the attempted distinction be- 
tween the ‘primary, dominant and 
principal books of accounting’ referred 
to in the complaint and the accounts 
to be kept in compliance with the 
Commission’s requirements.” 

Again we say that we do not have 
before us at this time the question to 


which the foregoing argument is ad- 
dressed, but we reproduce the ap- 
pellees’ language because we regard it 
as a plain statement by the Federal ay. 
thorities that they claim the right to 
prescribe and regulate the primary, 
dominant, and principal books of ac. 
counts, which are the official records, 

In view of the nature of the report 
and recommendations made to the 
Federal Commission by its own repre- 
sentatives, in view of its consistent ad- 
herence to the original cost standard, 
in view of the unmistakable tenor of 
its order of September 27, 1944, and 
because of its affirmative pleading, 
and its argument here, it would be un- 
realistic to entertain any doubt as to 
whether the Federal Commission not 
only claimed, but fully intended to ex- 
ercise, sole and exclusive jurisdiction 
over the official accounting records in 
a manner in conflict with the order al- 
ready made by the State Commission. 

It must be concluded, therefore, 
that the record disclosed to the dis- 
trict court an actual controversy, 
which involved conflicting interpreta- 
tions of the two statutes, the state 
Commission claiming under the Ar- 
kansas regulatory enactment the sole 
right to supervise and regulate the 
company’s accounts, and the Federal 
Commission claiming under the Fed- 
eral Power Act the same exclusive 
right. 

[6,7] The Declaratory Judgment 
Act of 1934, invoked by the appellant, 





us we adhere to the conclusions therein 
reached that: 

“‘Except for fictitious or paper increments, 
which should be charged off at once (Ameri- 
can Teleph. & Teleg. Co. v. United States 
[1936] 299 US 232, 240, 81 L ed 142, 16 
PUR(NS) 225, 57 S Ct 170), provision in 
advance of retirement should be made. In 
fact, such provisic. is mandatory under our, 
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and most, if not all, systems of accounts. In 
practice, tangible plant assets are generally 
depreciated, whereas intangible assets are 
amortized. Accordingly, amounts in Account 
100.5 should either be charged off immediate- 
ly or spread over a reasonable period of time, 
if proper public utility accounting practices 
are to prevail.’” 
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is remedial in nature, and uniformly 
has been construed liberally. It can 
be applied only in a situation where 
an actual controversy exists, because 
the Constitution restricts the exercise 
of judicial power to cases and contro- 
versies. The word actual is one of 
emphasis rather than one of defini- 
tion* A justiciable controversy is 
thus distinguished from a difference 
or dispute of a hypothetical or abstract 
character; from one that is academic 
or moot. In this case, which is clear- 
ly an adversary proceeding, a sharp 
controversy is described by the plead- 
ings. It is justiciable, in that the dis- 
pute is not hypothetical or abstract. 
The controversy in the present case is 
quite definite and concrete, for it puts 
in bold relief a specific question, aris- 
ing under statutes from two different 
jurisdictions which affect one situa- 
tion; that is, which Commission is en- 
titled exclusively to control the com- 
pany’s accounts. 

This controversy touches the legal 
relations of parties having adverse le- 
gal interests, just as the Supreme 
Court has said the controversy must 
do if it is to be held justiciable under 
the Declaratory Judgment Act.” This 
is so because the legal relations of the 
two Commissions, which loudly as- 
sert adverse legal interests, are in- 
volved ; and, more important still, this 


controversy touches the legal relations 
of the company with the two Commis- 
sions. It has been further held that 
to be justiciable the controversy must 
be real and substantial, admitting of 
specific relief through a decree of a 
conclusive character, as distinguished 
from an opinion advising what the 
law would be upon a_ hypothetical 
statements of facts. Nothing hypo- 
thetical appears here; on the contrary 
the dispute is real and substantial and 
admits of specific relief through a de- 
cree adjudicating the scope of the pow- 
er of each Commission under the fac- 
tual situation disclosed. Under these 
principles governing the application of 
the Declaratory Judgment Act, in 
view of the nature of the controversy 
shown by the record, we have no 
doubt that the judicial function may 
be appropriately exercised.” 

[8] The proposition that the De- 
claratory Judgment Act does not en- 
large the jurisdiction of the district 
court, which is urged upon us by the 
appellees, is not applicable. For the 
basic power of the court certainly in- 
cludes an interpretation of statutes 
such as is involved in the present sit- 
uation, unless that authority is cut off 
by the method of review of Federal 
Power Commission orders afforded 
by the Power Act. It is our view that 
the fundamental jurisdiction of the 





14 Aetna Life Ins. Co. v. Haworth (1937) 
300 US 227, 240, 81 L ed 617, 57 S Ct 461, 
108 ALR 1000. 

15 Aetna Life Ins. Co. v. Haworth, supra. 

16 “Where there is such a concrete case ad- 
mitting of an immediate and definitive deter- 
mination of the legal rights of the parties in 
an adversary proceeding upon the facts al- 
leged, the judicial function may be appropri- 
ately exercised although the adjudication of 
the rights of the litigants may not require the 
award of process or the payment of damages. 
Nashville, C. & St. L. R. Co. v. Wallace, 
supra ([1911] 288 US at p. 263, 77 L ed at p. 
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735, 53 S Ct 345, 87 ALR 1191); Tutun v. 
United States (1926) 270 US 568, 576, 70 L ed 
738, 46 S Ct 425; Fidelity National Bank & 
Trust Co. v. Swope (1927) 274 US 123, 132, 
71 L ed 959, 47 S Ct 511; Old Colony Trust 
Co. v. Commissioner of Internal Revenue, 
supra ([1929] 279 US 716, 725, 73 L ed 918, 
49 S Ct 499). And as it is not essential to 
the exercise of the judicial power that an in- 
junction be sought, allegations that irreparable 
injury is threatened are not required. Nash- 
ville, C. & St. L. R. Co. v. Wallace, supra, 
at p. 264 of 288 US.” Aetna Life Ins. Co. 
v. Haworth, supra, at p. 241 of 300 US. 


64 PUR(NS) 





UNITED STATES COURT OF APPEALS 


district court to decide a case such as 
this, which involves no review of a 
Commission order, is not affected by 
the exclusive appellate procedure of the 
Federal Power Act. 

It is peculiarly appropriate to in- 
voke the Declaratory Judgment Act 
when one is uncertain of his rights 
and may suffer disastrous conse- 
quences if he were forced to await the 
hostile move of an adversary. It is 
generally agreed by bench and bar 
that, in providing a remedy to one 
thus unfortunately situated because of 
uncertainty as to the nature of his 
rights, the enactment of the Declara- 
tory Judgment Act was a progressive 
move, and that the statute is a useful 
piece of legislation, leading to an early 
determination of actual disputes, 
avoiding expensive multiplication of 
litigation, and making it unnecessary 
for him who is uncertain as to his le- 
gal status to gamble for stakes in the 
form of substantial penalties should 
his guess be wrong. 


It seems to us, consequently, that 
the present case presents an unusually 
appropriate opportunity for the exer- 
cise of the judicial function in the 
manner contemplated by the Congress 
when it enacted the Declaratory Judg- 
ment statute. If the company were 
required to await the decision of the 
Federal Power Commission, which in- 
evitably would be contrary to that of 
the state Commission, and then to de- 
cide for itself the important legal ques- 
tion as to which Commission under 
the two statutes involved is its real 
master, it would be faced with the 


dangerous possibility of making an 
erroneous interpretation of the two 
statutes and, because of it, of suffer. 
ing pains and penalties which follow 
a violation of the law, which by that 
time the company already would have 
committed. 

This conclusion is not in derogation 
of the exclusive method of review stip- 
ulated in the Federal Power Act, as 
we have already pointed out. As the 
Federal Commission has made no final 
order, there is nothing from which an 
appeal could be taken by the company 
under the statutory scheme of appeal. 

[9] It is argued that Arkansas, 
through its Public Service Commis- 
sion, could intervene in the proceed- 
ing before the Federal Power Com- 
mission and there exhaust its admin- 
istrative remedy; and, if dissatisfied 
with the decision of the Federal Pow- 


er Commission, appeal to a circuit 


court of appeals. Such a theory pre- 
sumes that a sovereign state must ap- 
pear before a Federal administrative 
body in order to have determined the 
legal effect of one of its own statutes 
considered in connection with a re- 
lated Federal statute. This proposes a 
novel extension of Federal administra- 
tive power. Even if it be said that 
the Federal Power Commission has 
the right to exercise the judicial func- 
tion of interpreting its own organic 
act, it could hardly be added that that 
agency also possesses the exclusive 
right to interpret a statute of one of 
the states of the Union, and to decide 
the relation between that state legisla- 
tion and its own act.” This would 





17In Macauley v. Waterman Steamship 
Corp. (1946) — US — 90 L ed —, 66S 
Ct 712, it was held that the tax court, an 
administrative body charged by the Renegotia- 
tion Act with determining certain factual 
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questions thereunder, may construe the act by 
deciding whether it applies to a given situa- 
tion. The appellees suggest. therefore, that 
they have the same right with respect to the 
Federal Power Act. This argument overlooks 
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be contrary to the purpose for which 
the Congress enacted the Federal 
Power Act, which was to supplement, 
not supersede, the regulatory power 
of the states.” 

[10] We do not regard as a valid 
argument against the power of the dis- 
trict court to declare the rights of the 
parties, the assertion that the company 
could get, by appealing to a circuit 
court of appeals, after the Federal 
Commission has passed on the ques- 
tion of its own and the state Commis- 
sion’s jurisdiction, the judicial deter- 
mination of the conflict between regu- 
latory jurisdictions which it seeks in 
the present suit. Existence of an- 
other route to the same goal does not 
preclude a litigant from invoking the 
Declaratory Judgment Act.” And, as 
the district court’s exercise of juris- 
diction in this case will not impinge 
upon the provision of the Federal 
Power Act concerning appeals, since 
that provision relates only to the re- 


view of final, definitive orders of the 
Federal Commission,” we see no rea- 
son to deny to the appellant and the 
two Commissions the speedy, relative- 
ly inexpensive answer to a vexing 
problem which will be afforded by a 
declaratory judgment in this case. 
[11] We have noted the argument 
of the appellees to the effect that the 
Federal Power Act confers on the 
Federal Commission exclusive juris- 
diction over the company’s official 
books of accounts, regardless of the 
state law. Whether it does or not we 
are not called upon to say. As the 
district court considered itself without 
jurisdiction over the subject matter 
and so dismissed the complaint and 
cross-claim, this appeal has to do only 
with the propriety of that action, and 
does not permit us to examine the 
merits of the case. In this connection 
we have not failed to observe that, aft- 
er stating its conclusion that a cause 
of action on which relief could be 





the fundamental fact that something more is 
at stake here than merely to gauge the sweep 
of the Federal statute. For it is one thing 
for a Federal administritive agency to rule 
as to the coverage of its own act when that 
act stands alone. It is quite another for the 
agency to decide whether its organic act over- 
rides the statute of a different sovereignty 
which already has been applied by the state 
authorities to the situation which the agency 
desires to control by applying the Federal act. 
That is a task for the courts. We do not 
understand the Macauley Case as extending 
to a Federal agency the unprecedented power 
of exercising such a clearly judicial function. 

18 Connecticut Light & P. Co. v. Federal 
Power Commission (1945) 324 US 515, 89 
L ed 1150, 58 PUR(NS) 1, 65 S Ct 749. 

19Rule 57, Federal Rules of Civil Proce- 
dure; Aetna Casualty & Surety Co. v. Yeatts 
(1938) 99 F2d 665; Delno v. Market Street 
R. Co. (1942) 124 F2d 965; Doehler Metal 
Furniture Co. v. Warren (1942) 76 US App 
DC 60, 129 F2d 43; State Mut. Life Assur- 
ance Co. v. Webster (1945) 148 F2d 315; 
Moore’s Federal Practice Under the New 
Federal Rules, v. 3, p. 3194; Borchard, De- 
claratory Judgments, 2d Ed. pp. 342-4, where 
It is said: 

“Thus, a court should not by declaratory 


[14] 
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judgment ordinarily interfere with the juris- 
diction of an administrative commission, espe- 
cially where the statute is not ambiguous and 
where the jurisdiction of the commission de- 
pends on a jurisdictional fact, such as the 
weight of a truck, which the commission must 
in first instance determine. So, when the 
statute provides that an appeal from an ad- 
ministrative determination may be taken onl 
in a certain way and to a certain court, oul 
as appeal from the National Labor Relations 
Board to the circuit court of appeals, it would 
have been wrong for another court, like a 
United States district court, to interfere and 
entertain a suit for a declaration that the Na- 
tional Labor Relations Board had no juris- 
diction over a particular case. 

“But this is quite different from asserting 
that whenever there is an administrative 
method of relief it is necessarily exclusive. 
That will depend on the presumed intent of 
the legislature. If the question is one of law 
or of the jurisdiction of the Commission, it 
may be judicial economy and wisdom to de- 
cide the issue by declaration before the ad- 
ministrative channel has been invoked or ex- 
hausted.” 

20 Federal Power Commission v. Metropoli- 
tan Edison Co. (1938) 304 US 375, 82 L ed 
1408, 24 PUR(NS) 394, 58 S Ct 963. 
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granted was not pleaded, the district 
court’s opinion goes on to say: 

“Finally, the substantive question 
raised by the plaintiffs and cross- 
claimants appears to have been settled 
adversely to their contention. North- 
western Electric Co. v. Federal Power 
Commission (1944) 321 US 119, 88 
L ed 596, 52 PUR(NS) 86, 64 S Ct 
451, 61 PUR(NS) at p. 477.” 

That this was not intended to be a 
decision on the merits we have no 
doubt, as the court already had ex- 
pressly disclaimed the right to make 
such a determination. Moreover, it is 


not to be supposed that the trial jus- 
tice, had he so intended, would have 
dismissed with a casual observation 
important questions of law which seem 
not to have been heretofore discussed 
by any court, with the exception of a 
brief mention by the court of appeals 


for the fifth circuit in Alabama Power 
Co. v. Federal Power Commission.™ 

We think a justiciable issue was 
disclosed and that it was error to 
grant the motion to dismiss. The judg- 
ment appealed from is therefore re- 
versed and the cause is remanded. The 
district court should set aside its or- 
der dismissing the complaint, then 
deny the motion to dismiss and pro- 
ceed to determine the controversy. 
While the state Commission did not 
appeal from the order dismissing its 
cross-claim, probably the district 
court on its own motion will set aside 
that order also. 

Reversed. 


Morris, DJ., sitting by designa- 
tion, dissenting: I regret that I can- 
not agree with the majority. The 
Arkansas Power and Light Company 
admittedly i is a “public utility” within 
the meaning of the Federal Power 
Act. It is also admittedly a “licensee” 
within the meaning of that act.! The 
Federal Power Commission is given 
explicit power and jurisdiction to re- 
quire every licensee and every public 
utility to make, keep, and preserve 
such accounts as the Commission may 
by rules and regulations prescribe as 
necessary or appropriate for the pur- 
poses of the administration of the act, 
and is specifically authorized to pre- 
scribe a system of accounts to be kept 
by licensees and public utilities.* It is 
expressly provided, however, “that 
nothing in this chapter shall relieve 
any public utility from keeping any 
accounts, memoranda, or records 
which such public utility may be re- 
quired to keep by or under authority 
of the laws of any state.’ 

The Power Company here has been 
required by the Department of Public 
Utilities of the state of Arkansas to 
make and keep certain accounts in ac- 
cordance with the laws of that state 
and regulations pursuant thereto. The 
Federal Power Commission has di- 
rected the Power Company to show 
cause why certain of its accounts 
should not be made to conform with 
certain recommendations made by 
members of the Commission’s staff, 
and fixed a hearing for that purpose. 
The recommendations are that the as- 





21 (1943) 47 PUR(NS) 257, 134 F2d 602. 

1 Exhibit 8 to complaint, Par. 3, § 2. “The 
respondent [Arkansas Power and Light Com- 
pany] also owns and operates two hydroelec- 
tric projects licensed under the Federal Water 
Power Act of 1920.” 
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2Section 30la, Federal Power Act, 16 
UgCA 825 (a). 
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sets of the Power Company be shown 
at an “original cost” figure substan- 
tially less than the “prudent invest- 
ment” or “fair value” figure which is 
required by the Department of Public 
Utilities of the state of Arkansas, In 
this situation, and before any hearing 
had been had before the Federal Pow- 
er Commission, the Power Company 
filed this suit in the district court 
against the Federal Power Commis- 
sion and its members and the Depart- 
ment of Public Utilities of the state 
of Arkansas and its members, seek- 
ing injunctive relief against the Fed- 
eral Power Commission and a de- 
daratory judgment to the effect that 
the Federal Power Commission has 
no authority under the Federal Power 
Act to require the Power Company to 
make and keep the accounts here in- 
volved. In the event it be determined 
that the Federal Power Commission 


has such authority, then the com- 
plaint seeks a declaratory judgment 
that the action of the Department of 
Public Utilities of the state of Arkan- 
sas is void as being repugnant to the 
Commerce Clause of the Constitution 


of the United States. The district 
court, upon motion, dismissed the 
complaint, holding that it was without 
jurisdiction in the premises. From 


this action the Power Company ap- 
pealed. The Department of Public 
Utilities of the state of Arkansas, 
which had voluntarily appeared in the 
court below, did not appeal, but the 
Attorney General of the state of Ar- 
kansas appeared as amicus curiae, sup- 
porting the position of the Power 
Company.‘ 

It is, of course, not disputed that 
statutory provision is made for the 
judicial review of any final action by 
the Power Commission.’ It is insist- 
ed, however, that such statutory re- 
view is not adequate in the present 
Situation in that the Power Company 
finds itself in a dilemma brought 
about by the contentions of the Arkan- 
sas Department and the Power Com- 
mission that each has exclusive con- 
trol over the same accounts of the 
Power Company ; that to obey one will 
result in penalties from the other, and 
furthermore that the Congress had no 
intention of giving such exclusive con- 
trol to the Commission with respect to 
accounts of a public utility controlled 
by state authority. This is based upon 
the proviso in § 301(a) of the Federal 
Power Act, which has been men- 
tioned, that public utilities shall not be 
relieved from keeping accounts re- 
quired under authority of the laws of 





*Subsequent to the order of the district 
court dismissing the complaint, the Depart- 
ment of Public Utilities of the state of Ar- 
kansas, the name of which has been changed 
to Arkansas Public Service Commission, and 
its members, and the state of Arkansas have 
intervened in the proceedings pending before 
the Federal Power Commission. Appendix, 
appellee’s brief, pp. & 

5 Section 313, Federal Power Act, 16 USCA 
825-1 (a). Any person, state, municipality, or 
state Commission aggrieved by an order is- 
sued by the Commission in a proceeding un- 
der this chapter to which such person, state, 
municipality, or state Commission is a party 
may apply for a rehearing within thirty days 
after the issuance of such order. . . ° 
Proceeding to review any order of the ‘Com- 
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mission shall be brought by any person unless 
such person shall have made application to 
the Commission for a rehearing thereon. 

(b) Any party to a proceeding under this 
chapter aggrieved by an order issued by the 
Commission in such proceeding may obtain a 
review of such order in the circuit court of 
appeals of the United States for any circuit 
wherein the licensee or oublic utility to which 
the order relates is located or has its principal 
place of business, or in the United States 
court of appeals for the District of Columbia, 
by filing in such court, within sixty days after 
thé order of the Commission upon the appli- 
cation for rehearing, a written petition pray. 
ing that the order of the Commission be 
fied or set aside in whole or in part. 
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any state read in connection with 
§ 201 (a) of that act. Stated some- 
what differently, the contention is that 
the declaration of policy in 201 (a) to 
the effect that the Federal regulation 
was to extend only to those matters 
which are not subject to regulation by 
the states extends to and controls the 
power given to the Power Commis- 
sion to control accounts. It seems to 
me rather late in the day for this to be 
urged as the basis for a district court 
taking jurisdiction in a case where 
there is admittedly statutory provision 
for an administrative hearing with ju- 
dicial review. In the first place, it has 
been repeatedly held that the language 
employed in § 201 (a), just men- 
tioned, was intended as a limitation 
on the Federal authority so that it 
would extend only to the generation, 
transmission and sale of electric en- 
ergy, which was not subject to regu- 
lation by the state, and that such lan- 
guage was not intended to be a limita- 
tion upon the power of the Commis- 
sion with respect to the corporate fi- 
nancial arrangements of the utilities 
engaged in such production and dis- 
tribution. Such was held to be the 
law in Jersey Central Power & Light 


In that case, the court was concerned 
with § 203 (a).” 


In the opinion, however, it is stated 

“This conclusion finds strong sup 
port in the fact that not only Sectio 
203(a), here under discussion, but 
§§ 204(a), 208 and 301(a) regulate 
matters obviously subject to state reg 
ulation. If the scope of the limitation 
was as broad as petitioners contend, 
none of these sections just referred to 
would be effective. Section 203(a) 


would be a nullity as of course the dis- 
position and acquisition of facilities, 
merger, consolidation or purchase of 
securities by their utilities may be reg- 
ulated by the states. But this does not 
follow where a specific limitation is 
placed on the issue of securities by 


§ 204.8 [Italics supplied.]” 

It has been held that § 201(a) does 
not qualify § 301(a) where the latter 
was directly involved. Northwestern 
Electric Co. v. Federal Power Com- 
mission (1942) 43 PUR(NS) 140, 
125 F2d 882, 885. It is of striking 
significance that, where the Congress 
intended to limit the powers of the 





€16 USCA 824 (a). It is hereby declared 
that the business of transmitting and selling 
electric energy for ultimate distribution to the 
public is affected with a public interest, and 
that Federal regulation of matters relating to 
generation to the extent provided in §§ 824- 
825r of this title and of that part of such 
business which consists of the transmission 
of electric energy in interstate commerce and 
the sale of such energy at wholesale in inter- 
state commerce is necessary in the public in- 
terest, such Federal regulation, however, to 
extend only to those matters which are not 
subject to regulation by the states. 

716 USCA 824b (a). No public utility 
shall sell, lease, or otherwise dispose of the 
whole of its facilities subject to the jurisdic- 
tion of the Commission or any part thereof 
of a value in excess of $50,000, or by any 
means whatsoever, directly or indirectly, 
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merge or consolidate such facilities or any 
part thereof with those of any other person, 
or purchase, acquire, or take any security of 
any other public utility, without first having 
secured an order of the Commission author- 
izing ittodoso. .. . ¢ 

816 USCA 824c (a). No public utility 
shall issue any security, or assume any obli- 
gation or liability as guarantor, indorser, 
surety, or otherwise in respect of any secu- 
rity of another person, unless and until, and 
then only to the extent that, upon application 
by the public utility, the Commission by order 
authorizes such issue or assumption of lia- 
SHG cas 

(£) The provisions of this section shall not 
extend to a public utility organized and oper- 
ating in a state under the laws of which its 
security issues are regulated by a state Com- 
mission. 
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Commission with respect to corporate 
fnancial matters, which were con- 
trolled by state authority, it expressly 
made such limitation. Section 204(f).° 

It is insisted, however, that the char- 
acter of the accounts involved here are 
such as constitute what the Power 
Company terms as their “primary, 
dominant and principal books of ac- 
count,” and which in the court’s opin- 
ion are variously denominated “dom- 
inant, principal, primary and basic ac- 
counts” and as “official corporate ac- 
counts.” The postulate is that one au- 
thority, and only one, can control the 
keeping of such accounts, and that the 
exercise by one authority necessarily 
excludes the exercise of authority 
by the other. It is further asserted 


by the Power Company, and accepted 
in the court’s opinion, that the Power 
Commission here is seeking to exer- 
cise its authority to the exclusion of 


the right of the Arkansas Department 
to require accounts involving the 
same subject matter and to control 
those so required. In so far as the 
accounts here involved are concerned, 
I cannot agree with either of these 
conclusions. The Federal Power Act 
nowhere recognizes any category of 
accounts as “primary, dominant, and 
principal books of account” or “dom- 
inant, principal, primary, and basic 
accounts” or “official corporate ac- 
counts” nor does the act expressly 
exempt such accounts from the au- 
thority of the Power Commission. It 
has been repeatedly determined that 
accounts of the character here involved 
of a “public utility” or “licensee” may 
be required and controlled by the 
Power Commission, and that notwith- 
standing accounts covering the same 
subject matter are required to be kept 
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and controlled by a competent state 
authority on a different basis. In 
Northwestern Electric Co. v. Federal 
Power Commission (1944) 321 US 
119, 88 L ed 596, 52 PUR(NS) 86, 
90, 64 S Ct 451, the Supreme Court 
affirmed Northwestern Electric Co. v. 
Federal Power Commission (1943) 
48 PUR(NS) 65, 134 F2d 740, de- 
cided by the circuit court of appeals 
for the ninth circuit, in which it was 
held that the Power Commission had 
the authority to require and control 
accounts respecting the valuation of 
assets on a basis of “original cost” 
notwithstanding the sanction by a 
state authority of a different valuation 
on a “prudent investment” basis. Mr. 
Justice Roberts, speaking for the 
court, stated in the opinion: 

“Nothing in the statute or the or- 
der prevents Northwestern keeping 
other accounts if it so desires which 
will give information with regard to 
estimated present appreciated value 
of its assets.” 

In Pacific Power & Light Co. v. 
Federal Power Commission (1944) 
53 PUR(NS) 12, 141 F2d 602, re- 
specting an order of the Power Com- 
mission fixing the valuation of the as- 
sets of the public utility there involved 
on an “original cost’’ basis, the court 
pointed out that the order of the Pow- 
er Commission does not prohibit the 
keeping of other accounts on a “pres- 
ent fair value” basis. In Louisville 
Gas & E. Co. v. Federal Power Com- 
mission (1942) 45 PUR(NS) 145, 
153, 129 F2d 126, 133, the circuit 
court of appeals for the sixth cir- 
cuit, dealing with a licensee, stated: 

“Section 301(a) of the 1935 Act 
provides that every licensee and pub- 
lic utility shall make, keep, and pre- 
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serve for such periods such accounts, 
records of cost, accounting pro- 
cedures, etc., as the Commission may, 
by rules and regulations, prescribe. 
Furthermore, the provision that 
nothing in the act should relieve a 
public utility from keeping such ac- 
counts as are required by the laws of 
the state, impliedly, if not expressly, 
discloses a purpose that the Commis- 
sion shall prescribe such accounting 
system, notwithstanding that the state 
has required a like or a different sys- 
tem of accounts.” 

The authority of the Commission to 
require and regulate such accounts is 
recognized in various other jurisdic- 
tions.® This court expressly sanc- 
tioned the exercise of such authority 
over the accounts of a “licensee” in 
Alabama Power Co. v. Federal Power 
Commission (1942) 75 US App DC 
315, 320, 44 PUR(NS) 197, 203, 
128 F2d 280, 285, wherein it was 
stated : 

“The language of the statute and 
the clearly stated powers and duties of 
the Commission leave no doubt that, 
while a division of authority between 
it and appropriate state agencies is 
contemplated, so far as concerns reg- 
ulation, the Commission is vested with 
summary and unlimited powers over 
the accounts of its licensees to the ex- 
tent necessary to insure proper per- 
formance of its duties. If the state, 
in the proper performance of its duties, 
wishes to require the keeping of a sep- 
arate set of books no doubt it can do 
so. And if the company wishes to 


keep a third set for its own purposes 
there seems to be nothing in the law 
to prevent it from doing so. But two 
things are certain: (1) The statute 
clearly contemplates that the Commis. 
sion may require the licensee to estab- 
lish and maintain accounts; (2) the 
licensee must allow the Commission 
to have access to all accounts which it 
does keep.” 

No case has been cited, nor have | 
been able to find one, which has held 
contrary to those supporting the au- 
thority and jurisdiction of the Power 
Commission to require and control ac- 
counts of the character here involved. 
The Power Company leans most heav- 
ily on the decision of the Supreme 
Court in Connecticut Light & P. Co. 
v. Federal Power Commission (1945) 
324 US 515, 89 L ed 1150, 58 PUR 
(NS) 1, 65 S Ct 749, but in that 
case the question was whether or not 
the Connecticut Light and Power 
Company was a public utility within 
the meaning of the Federal Power 
Act, and, therefore, whether or not 
the Federal Power Commission had 
any authority or jurisdiction respect- 
ing any accounts of the Connecticut 
Company. It was there decided that 
this court proceeded upon an errone- 
ous interpretation of § 201% in af- 
firming an order of the Power Com- 
mission which determined the Con- 
necticut Company to be a public util 
ity. It was, therefore, considered 
doubtful that the Power Commission 
had applied the correct law with the 
result that the judgment of this court 





®Northern States Power Co. v. Federal 
Power Commission (1941) 39 PUR(NS) 23, 
118 F2d 141; Niagara Falls Power Co. v. 
Federal Power Commission (1943) 51 PUR 
(NS) 40, 137 F2d 787; Pennsylvania Power 
& Light Co. v. Federal Power Commission 


(1943) 52 PUR(NS) 275, 139 F2d 445; Cali- 
fornia Oregon Power Co. v. Federal Power 
ve ag (1945) 60 PUR(NS) 189, 150 


d 25. 
1016 USCA 824. 
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was reversed, and it was directed that 
the cause be remanded to the Federal 
Power Commission for determination 
of the jurisdictional facts in accord- 
ance with the law as stated in the 
court’s opinion. Certainly there is no 
support for the Power Company’s 
position here to be found in the Con- 
necticut Company Case, supra. The 
significant thing about the action in 
that case, in so far as it is relevant 
here, is that the Supreme Court con- 
sidered it necessary and proper for 
the jurisdictional facts to be deter- 
mined by the Federal Power Commis- 
sion. 

I do not share the view expressed 
by the court that facts are alleged in 
the complaint which show that the 
Power Commission has done, or 
threatens to do, anything which inter- 
feres with the clear right of the De- 
partment of Public Utilities of the 
state of Arkansas to require the Pow- 
er Company to establish and maintain 
accounts such as that Department re- 
quires, and to control such accounts so 
established. The conclusion that the 
Power Commission does so threaten 
is based upon certain language in the 
Power Commission’s motion to dis- 
miss the complaint : 

“No claim is stated upon which re- 
lief can be granted, since the Commis- 
sion’s accounting authority with re- 
spect to ‘public utilities,’ including 
plaintiff, is not affected by any ac- 
counting requirements prescribed un- 
der state laws.” 

The construction I put upon this 
language is that the Power Commis- 
sion is asserting what the numerous 
authorities have said it had the right 
to do, namely, to require the Power 
Company to keep such accounts en- 
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tirely independent of and unaffected 
by any state requirements. I do not 
construe such language to be an asser- 
tion that the Power Company shall not 
keep accounts required of it by the 
state authority and in strict compli- 
ance with such state regulation and 
control. Such assertion would be in 
clear violation of the plain language of 
the act. Should the Power Commis- 
sion take any action which would in- 
terfere with the authority of the state, 
or any of its agencies, respecting ac- 
counts or any proper regulation of the 
Power Company, I am confident that 
upon review in this court the Power 
Commission would be stopped in such 
unlawful action before it became effec- 
tive. 

For the reasons I have stated, I am 
convinced that there is a full and ad- 
equate remedy, with statutory judicial 
review, which must be followed, and 
that recourse to the district court can- 
not be had in lieu thereof. I can, 
therefore, see no reason why this case 
should not be disposed of upon the 
principle decided in the case of Myers 
v. Bethlehem Shipbuilding Corp. 
(1938) 303 US 41, 82 L ed 638, 58 
S Ct 459. It has been urged that the 
Myers Case could be distinguished 
from the instant case because of the 
explicit language in the National La- 
bor Relations Act not found in the 
Federal Power Act. What lingering 
doubt that the Myers Case had appli- 
cation too administrative agencies 
other than the National Labor Rela- 
tions Board has certainly been dis- 
pelled by the recent case of Macauley 
v. Waterman Steamship Corp. 
(1946) — US —, 90 Led —, 66S 
Ct 712. In that case there was much 
stronger basis than here for the con- 
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tention that the district court could 
take jurisdiction, because the contracts 
which were sought to be renegotiated 
by the Maritime Commission were be- 
tween the steamship corporation and 
the British Ministry of War Trans- 
port, and not in terms between the 
steamship corporation and the Mari- 
time Commission. The state of the 
law is even clearer now than it was 
when this court, in Miles Laboratories 
v. Federal Trade Commission (1944) 
78 US App DC 326, 328, 140 F2d 
683, 685, speaking through Chief Jus- 
tice Groner, said: 


“On no subject is the opinion of 
that Court [Supreme Court], as | 
view it, more definitely fixed than 
it is on the lack of power of the courts 
to inject themselves or be injected in- 
to proceedings which Congress has 
committed to the primary jurisdiction 
of administrative agencies.” 

In the view here expressed, I do not 
consider that the district court had ju- 
risdiction to oust or interfere with the 
jurisdiction of the Federal Power 
Commission, and, therefore, I am of 
the opinion that its action in dismiss- 
ing the complaint should be affirmed. 





FEDERAL COMMUNICATIONS COMMISSION 


Re Western Union Telegraph Company 


Docket No. 7445 
June 4, 1946 


PPLICATION for authority to increase telegraph rates; tem- 
A porary increase allowed and further investigation ordered. 


Discrimination, § 155 — Telegraph rates — Elimination of tourate service. 


1. Tourate telegraph charges, lower than full rate message service receiv- 
ing the same handling and priority, are discriminatory and should be elimi- 
nated, particularly where the company’s financial condition is acute, p. 230. 


Discrimination, § 155 — Telegraph rates — Elimination of free forwarding prac- 
tice. 

2. A telegraph company was authorized to abandon free forwarding serv- 
ice in order to relate more closely charges for the service rendered to its 
cost by providing compensation at regular rates for the forwarding trans- 
mission, and thus eliminate such discrimination as existed between cus- 
tomers whose traffic was forwarded and those whose tra‘ic was sent directly 
between the originating point and the point of ultimate delivery, as well 
as such discrimination as existed between senders of prepaid and collect 
messages between the same points, p. 230. 


Rates, § 172 — Reasonableness — Value of service factor. 
3. The relative value of service as compared with like services is an im- 
portant element to be considered in dealing with particular service classifi- 
cations for rate-making purposes, although cost of service is also an im- 
portant factor, p. 232. 
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Rates, § 144 — Reasonableness — Cost of service. 


4. Specific evidence as to the cost of furnishing a particular service is not 
always necessary in order to determine reasonable rates under the Federal 


Communications Act, p. 232. 


Discrimination, § 155 — Telegraph rates — Exchange floor-to-floor rate prefer- 


ences. 


5. Exchange floor-to-floor telegraph rates, being less than full rates between 
the same points, are unlawfully discriminatory and preferential under § 202 
of the Communications Act and should be increased to the level of rates 
for full rate telegrams between the same localities, particularly where tele- 
graph company revenue needs are acute, p. 232. 


Discrimination, § 5 — Jurisdiction of Congress —- Telegraph rates —.Concessions 


to Federal government. 


6. Congress, rather than the Federal Communications Commission, has 
power to decide whether a government rate differential for telegraph service 


should be eliminated, p. 238. 


Discrimination, § 57 — Concessions to Federal government. 
7. The Federal Communications Commission must give proper regard to 
congressional intent to preserve special reduced rates for government tele- 
graph messages and to prescribe and maintain a rate differential in favor 
of government messages as compared with commercial messages, p. 238. 


Rates, § 130 — Reasonableness — Character of service — Need for additional 


revenues. 


Statement in dissenting opinion that the mere need for additional money 
is not, in itself, an adequate basis for imposing an additional cost upon tele- 
graph users for a deteriorating telegraph service, p. 251. 


Rates, § 150 — Reasonableness — E fficiency factor — Obsolete operating methods. 
Statement in dissenting opinion that sound regulatory principle does not re- 


quire a regulatory agency to saddle the public with the burden of a utility’s 
inefficiency or obsolete operating methods, p. 251. 


(Jett, Commissioner, concurs in separate opinion; Durr, Commissioner, dissents.) 


APPEARANCES: Francis R. Stark, 
William Wendt and Wheat, May, 
Shannon and St. Clair, by Orla St. 
Clair and Omar L. Crook, on behalf 
of The Western Union Telegraph 
Company; Edward J. Hickey, Jr. and 
Byron E. Harding, on behalf of the 
United States of America; Victor 
Rabinowitz, on behalf of American 
Communications Association—CIO; 
Louis G. Caldwell and Kelley E. Grif- 
fith, on behalf of the Chicago Board of 
Trade; Adolph Brungs and Richard 


Hallett, on behalf of the Commercial 
Telegraphers’ Union, A. F. of L.; 
Frederick G. Hamley, on behalf of 
the National Association of Railroad 
and Utilities Commissioners, the Ida- 
ho Public Utilities Commission and 
the Missouri Public Service Commis- 
sion; Edward F. McNaughton, on be- 
half of the California Railroad Com- 
mission; John R. Van Arnum, on be- 
half of the National League of Whole- 
sale Fresh Fruit and Vegetable Dis- 
tributors and United Fresh Fruit and 
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Vegetable Association; Katherine P. 
Casey, on behalf of the International 
Apple Association; Harold J. Cohen, 
A. L. Stein, and Bernard Strassburg, 
on behalf of the Federal Communica- 
tions Commission. 


By the CoMMISSION : 
History of the Proceedings 


On March 18, 1946, The- Western 
Union Telegraph Company filed a 
formal petition with the Commission 
requesting authorization to increase 
its rates for domestic landline tele- 
graph service subject to the jurisdic- 
tion of the Commission. In support 
of its request, Western Union alleged 
that it is faced with a financial emer- 
gency caused by wage awards granted 
by the National War Labor Board on 
December 29, 1945, requiring West- 
ern Union to make certain retroactive 
wage payments, amounting to a com- 
puted $31,000,000, for services ren- 
dered to it by its employees prior to 
December 29, 1945, and to make cer- 
tain increases in wage payments, be- 
ginning December 29, 1945, which 
are estimated by Western Union to 
add $25,000,000 to its annual payroll, 
of which $23,500,000 is an annual re- 
curring charge to operating expenses. 
It is further alleged that as a result of 
these wage awards, Western Union’s 
revenues during the year 1946, under 
its existing rates, will be inadequate 
to defray its costs of doing business. 
Petitioner estimated that the total op- 
erating revenues required by it in the 
year 1946 to defray its costs of doing 
business is $202,543,000; and that its 
estimated total operating revenues 
which will be obtained during the year 
1946 under existing rates is $183,- 
292,000, leaving a deficiency of $19,- 
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251,000, which can only be met 
through rate adjustments. It is also 
alleged that, as a direct result of the 
retroactive wage award of $31,000- 
000, cash on hand available for meet- 
ing current cash outlays has been so 
seriously reduced that it is essential 
that relief be obtained by way of ad- 
ditional revenue immediately. It is 
further alleged that Western Union is 
“in hardship” within the presently ef. 
fective national stabilization policy as 
promulgated on February 14, 1946, 
by the President of the United States 
with respect to providing adjustments 
in rates where it is found that an in- 
dustry is in a position of hardship “as 
a consequence of an approved increase 
in wages or salaries.” 


In order to obtain the additional 
revenue which it alleged is needed, 
Western Union proposed in its peti- 


tion the following adjustments in its 
domestic landline rates which are sub- 
ject to the jurisdiction of the Commis- 
sion : 

1. Elimination of the 20 per cent 
differential now existing as between 
United States Government and regu- 
lar commercial rates by applying reg- 
ular commercial rates to all interstate 
and intrastate messages now subject 
to such differential. 

2. Establishment of increased mon- 
ey order premium charges on money 
orders of over $25 principal amount. 

3. Establishment of a night letter 
rate schedule providing for increased 
charges more directly related to dis- 
tance, through an increase in existing 
rates in the last four rate zones. 

4. Increase the charges for Com- 
mercial News Department (C.N.D.) 
services by 10 per cent. 
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5. Increase the charges for message 
grvices (full rate, day letter, night 
etter, serial, and press) by not more 
than 10 per cent. 

6. Discontinue the “tourate” classi- 
fication. 

7, Discontinue 
dassification. 

8. Discontinue the practice of for- 
warding messages beyond their orig- 
inal destination without additional 
charge. 

9. Such other or further adjustment 
in petitioner’s existing interstate rate 
schedules as may prove necessary or 
desirable in order to produce addition- 
al interstate revenue required by peti- 
tioner. 

Petitioner alleges that, upon the 
grant of the relief sought from this 
Commission applicable to interstate 
rates, it would, without delay, seek 
like adjustments in its intrastate 
rates.” 

On March 20, 1946, upon consid- 
eration of Western Union’s petition, 
the Commission ordered that a hear- 
ing be held with respect to the matters 
presented by the petition. The Com- 
mission also ordered that an investiga- 
tion be instituted into the rates, charg- 
es, practices, classifications, and reg- 
ulations of Western Union for and in 
connection with communication serv- 
ices subject to the Communications 
Act of 1934, as amended. It was then 
directed in the order that a hearing 
be held with respect to the foregoing 
matters, beginning on April 29, 1946. 

The Commission’s Telegraph Com- 
mittee, composed of Commissioners 
Wakefield, Walker, and Durr, was 
authorized by the Commission’s or- 


the “longram” 


der of March 20, 1946, to conduct the 
proceedings herein. 

On April 4, 1946, the Commission 
adopted a supplemental order in which 
the rate adjustments proposed by 
Western Union were recited and it 
was stated that questions may be pre- 
sented as to the lawfulness of these 
rate adjustments under the Communi- 
cations Act of 1934, as amended, and 
of certain other rates provided for in 
the presently effective tariff schedules 
of Western Union, which are not in- 
cluded in its above proposals, namely, 
the “exceptional’’ rates applicable on 
messages to or from certain cities to 
or from certain other cities; the spe- 
cial “Exchange Rates” applicable to 
messages between the floors of grain 
and produce exchanges; and the 
“serial” service classification. It was 
further stated in the order that, in 
particular, the above “exceptional” 
rates, the “Exchange Rates,” and the 
“serial” service classification, may be 
unlawful under the Communications 
Act of 1934 because they result in un- 
just or unreasonable discrimination, 
undue or unreasonable preferences or 
advantages, or undue or unreasonable 
prejudices or disadvantages. It was 
ordered, in this supplemental order of 
April 4, 1946, that, without in any 
way limiting the scope of the proceed- 
ing, the hearing to be held herein 
should include consideration of the 
lawfulness under the Communications 
Act of 1934, as amended, of the rate 
adjustments proposed by Western 
Union in its above petition, and also 
of the “exceptional” and “Exchange” 
rates, and of the “serial’’ service classi- 
fication. 





1 Western Union estimates that of the more 
than $19,000,000 from the rate increases which 
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it is proposing, about $1,700,000 would be de- 
rived from its intrastate service. 
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Copies of the Commission’s orders 
of March 20 and April 4, 1946, were 
served upon the petitioner, all other 
communication carriers fully subject 
to the Communications Act of 1934, 
as amended, the agency of each state 
having regulatory jurisdiction with 
respect to communication rates and 
services, the National Association of 
Railroad and Utilities Commission- 
ers, the Department of Justice, Office 
of Price Administration, Department 
of Commerce, Navy Department, War 
Department, Post Office Department, 
Procurement Division of the Treasury 
Department, American Communica- 
tions Association—CIO, and the 
American Federation of Labor. In 
addition, copies of both orders were 
mailed to the various Federal agencies 
other than those named above, to the 
mayor of each city to or from which 
the “exceptional” rates apply, to each 
of the exchanges from which the spe- 
cial “Exchange Rates” apply, and to 
many national organizations and trade 
associations, such as the United States 
Chamber of Commerce and the Na- 
tional Association of Manufacturers, 
whose members might be directly in- 
terested as users of telegraph service. 

Permission to intervene in the pro- 
ceedings was granted to the United 
States of America (represented by the 
Department of Justice), the Chicago 
Board of Trade, the International Ap- 
ple Association, the National League 
of Wholesale Fresh Fruit and Vege- 
table Distributors, the United Fresh 
Fruit and Vegetable Association, and 
the American Communications As- 
sociation (CIO). 


The Office of Price Administration, 
by letter dated April 25, 1946, advised 
the Commission as follows: 

“This agency has analyzed the data 
submitted by Western Union Tele 
graph Company in connection with its 
notice of proposal to increase interstate 
telegraph rates and has determined 
not to intervene in the proceed- 
ing before the Federal Communica- 
tions Commission involving this mat- 
ter. This should not be construed as 
an approval by the Office of Price 
Administration of the proposed in- 
creases. In the interest of the nation- 
al stabilization program, we are, of 
course, hopeful that they may be held 
to the lowest level consistent with 
sound regulatory principles.” 

Public hearings were held herein in 
Washington, D. C., beginning on 
April 29, 1946, and concluding on 
May 17, 1946. The hearings were 
held before the Commission’s Tele- 
graph Committee, and three codperat- 
ing state Commissioners,* who had 
been designated by the National As- 
sociation of Railroad and Utilities 
Commissioners at the invitation of 
this Commission, pursuant to the co- 
Operative procedure in effect between 
the NARUC and this Commission. 
Over 1,700 pages of testimony and 
129 exhibits were received for the 
record. 

In accordance with the procedure 
proposed by the presiding Commis- 
sioners at the beginning of the hear- 
ings, oral argument was presented be- 
fore the Commission en banc and the 
coéperating state Commissioners, 
shortly after the conclusion of the tes- 





2 The state codperating commissioners were 
Chairman Donald Hacking of the Utah Pub- 
lic Service Commission; Vice Chairman Matt 
L. McWhorter of the Georgia Public Service 


Commission; and Commissioner Carroll L. 
Meins of the Massachusetts Department of 
Public Utilities. 
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imony. The argument was conduct- 
don May 22, 1946. 

The codperating state Commission- 
es participated in the deliberations 
lading to the decision reached herein, 
and they agree in general with the de- 
sion. 


Identity of Petitioner 


Western Union is a New York cor- 
poration and is a common carrier en- 
gaged, among other things, in inter- 
state and foreign wire communication. 
As such, it is fully subject to the Com- 
munications Act of 1934, as amended, 
and the jurisdiction of this Commis- 
sion under that act. By reason of its 
acceptance of the Post Roads Act of 
1866, as amended, it is also subject 
to the provisions of that act which, 
among other things, require this Com- 
mission annually to fix rates for Unit- 
ed States government telegrams (Re- 
vised Statutes § 5266; 47 US Code, 
§ 3). 

The principal business of the peti- 
tioner is the rendering of record com- 
munications service by wire teleg- 
raphy between and within all of the 
forty-eight states and the District of 
Columbia, and between the Continen- 
tal United States and the other coun- 
tries in North America.* In the field 
of foreign communications, Western 
Union is the principal carrier provid- 
ing the landline handling within the 
United States of record communica- 


tions between the United States and 
foreign countries, and, in addition, op- 
erates Atlantic cables for the handling 
of international telegraph communica- 
tions between the United States and 
many foreign countries. 


Revenue Requirements of 
Western Union 


The company is not asking for a de- 
termination now of a “fair return” on 
some rate base, and it makes no claim 
as to what such a return would be. 
Instead, the company has made a 
presentation of over-all income and 
expenses, including intrastate earnings 
and noncommunication income, re- 
gardless of whether they are within 
the jurisdiction of this Commission, 
and has taken the view that it is prop- 
er for the Commission to consider all 
income in estimating the required an- 
nual income level.’ Accordingly, the 
company has made no attempt to de- 
velop any separation of investment 
and expenses related to services sub- 
ject to this Commission’s jurisdiction, 
as distinguished from services not so 
subject. 


Western Union’s income is derived 
so predominantly from services sub- 
ject to this Commission’s jurisdiction, 
and its deficit is so substantial, that it 
seems evident it needs more revenue 
so far as these services are concerned. 
More particularly, since Western 
Union’s operations are nation wide, 





8No presentation was made at the hear- 
ings on behalf of any state regulatory agency, 
but at the argument, the general solicitor for 
the NARUC stated that the Idaho Public 
Utilities Commission and the Missouri Pub- 
lic Service Commission opposed the granting 
of ihe application for rate increases. 

Western Union also furnishes within the 
United States certain non-communication 
services, such as errand, time, and mail money 
order services, 
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5In this connection, Western Union refers 
to two recent U. S. Supreme Court Decisions: 
Colorado Interstate Gas Co. v. Federal Power 
Commission, 324 US 581, 89 L ed 1206, 58 
PUR(NS) 65, 65 S Ct $29, and Panhandle 
Eastern Pipe Line Co. v. Federal Power Com- 
mission, 324 US 635, 89 L ed 1241, 58 PUR 
Ee 100, 65 S Ct 821, both decided April 2, 
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and its landline revenues are so large- 
ly derived from interstate services (in- 
cluding United States landline haul on 
international messages), as distin- 
guished from intrastate services, only 
about 12 per cent being from intrastate 
services, it is a reasonable conclusion 
that by far the greater part of the com- 
pany’s revenue need arises from its 
interstate, as against intrastate, serv- 
ices. Further, as the ensuing discus- 
sion should make clear, we are satis- 
fied that, so far as Western Union’s 
interstate services are concerned, it 
needs the additional revenues which it 
is seeking to derive~from those serv- 
ices. We reach this conclusion, how- 
ever, without making any determina- 
tion as to what would be a “fair 
return” for Western Union, as that 
concept is ordinarily understood in 
public utility regulation. 

It should be clearly understood that 


we are making no determination what- 
soever as to revenue requirements 
which might be deemed applicable to 


the intrastate services of Western 
Union.* That is a matter clearly and 
specifically excluded from our juris- 
diction by the Communications Act. 

With the above qualifications in 
mind, we proceed to consider Western 
Union’s revenue situation as present- 
ed here. 

In terms of gross revenues the year 
1945 was the best year in the history 
of Western Union (including Postal 
Telegraph operations in the years be- 
fore the merger of the two systems on 
October 7, 1943). On December 29, 
1945, however, the National War 
Labor Board ordered substantial wage 


increases for Western Union’s em. 
ployees. These wage increases were 
retroactive in the approximate amount 
of $31,000,000, and recurring in the 
estimated amount of almost $25,000,- 
000 a year, of which $23,500,000 is 
chargeable to operating expenses (the 
remainder being capitalized). 

The recurring wage increases would 
have more than wiped out the sub- 
stantial net earnings of Western 
Union for 1945, and are responsible 
for the operating deficit now being ex- 
perienced by Western Union. For 
the month of March, 1946, Western 
Union shows a deficit of more than 
one million dollars, and, at its present 
rates, it expects to have a loss of about 
$12,000,000 for the year 1946. It 
also expects to exhaust by the end 
of 1946 its surplus of cash over alleged 
working cash requirements. 

In addition, however, to this major 
item of increased costs constituted by 
the wage increases, Western Union 
has been experiencing an over-all de- 
cline in its gross operating revenues in 
1946, as compared with the year 1945. 
It is Western Union’s view that for 
the entire year 1946, its gross operat- 
ing revenues will be about 6 per cent 
less than for the year 1945. 

Western Union estimates that if it 
could obtain additional annual rev- 
enue in the amount of about $19,250,- 
000, it could meet its added costs and 
over-all loss in volume, and end up 
with net operating income of a little 
more than $12,000,000. With this 
income, and expected noncommunica- 
tion income of $1,378,000, Western 
Union estimates that, after the pay- 
ment of interest on long term debt, 





6 This ‘statement is subject to one minor 
qualification in that we are concerned with the 
company’s revenue requirements as related to 
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intrastate U. S. Government telegrams, the 
rates for which we fix under the Post Roads 
Act of 1866 (47 US Code, § 3). 
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rent for merged leased plant, Federal 
income tax, and various other deduc- 
tions, it could emerge with a net in- 
come of $4,920,000. 

This amount of $4,920,000, which 
represents $4 per share of Western 
Union’s capital stock, is characterized 
by the company not as a “fair return” 
but as the “bare return” or minimum 
“required to assist in restoration of 
Western Union credit position in or- 
der that the improvement program 
may be facilitated.” 

Western Union’s average net book 
cost of plant and equipment for the 
year 1945 was approximately $214,- 
000,000. This figure may be reduced 
by adjustments in the company’s de- 
preciation reserve as a result of studies 
now in progress. On the other hand, 
no allowance is included therein for 
working capital. With reference to 
the above amount of net book cost, the 
$12,000,000 of net operating income 
which Western Union is seeking is 
computed as 5.64 per cent return be- 
fore Federal income taxes, and 4.23 
per cent after such taxes. 

As previously indicated, it does not 
appear what the corresponding per- 
centages would be in terms of return 
from interstate landline services. It 
may be observed, however, that a 
study made of cost of money to West- 
ern Union shows its historical cost of 
debt capital to be 5.1 per cent, and 
its cost of equity capital to be rough- 
ly 7.4 per cent, with an over-all re- 
quirement to Western Union of an 
estimated 6.66 per cent. In 1944, the 
company made plans for a refunding 


bond issue of $25,000,000 (which 


has never been issued), at a proposed 
interest rate of 4 per cent. At that 
time, other utilities were able to issue 
bonds at much lower rates. Western 
Union’s credit position is clearly 
worse than in 1944, in view of its 
current operating losses and demands 
which have recently been made of it 
by its employees’ unions for further 
substantial wage increases. 

Accordingly, even if Western Union 
should be able to meet its objective of 
a net income of $4,920,000, a serious 
question is presented as to the extent 
to which this amount would be of as- 
sistance to a restoration of the com- 
pany’s credit position. 

It is assumed, of course, in the 
foregoing discussion that additional 
revenues of $19,250,000 in the next 
twelve months would enable Western 
Union to obtain the net income of 
$4,920,000. We are of the opinion 
that such an assumption requires con- 
siderably more optimism than is justi- 
fied by the facts now before us. 

Table I, on page 224, which is taken 
from a Western Union exhibit, shows 
the company’s projection of income 
for a twelve months’ period, taking 
into account the recurring amount of 
the recent wage increases, the 6 per 
cent over-all decline in business, and 
the estimated additional revenue re- 
quirement of $19,250,000, as well as 
certain other expected items. This 
table may have been prepared with the 
year 1946 in mind, and the year is 
now about half gone; nevertheless, the 
table can serve as a basis for consid- 
eration of the various factors which 
affect Western Union’s revenue needs. 
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TABLE I 
Projected Income for 12 months’ period based on 1945 Operating Revenues 


: Landlines Cable Total 
Gross Operating Revenues 
Actual revenues for the year 1945 $182,047,743 $10,844,395 $192,892,138 
Less: Estimated decline of 6% under 1945 level .. (10,925 (000) (650,000) (11,575,000) 
Add: Estimated additional annual revenue required 
to meet wage awards, increased prices, loss in vol- 
ume, taxes, and return ........... sccccccccecens 19,252,686 19,252,686 


$190,375,429 $10,194,395 $200,569,824 








Operating, Administrative and General Expenses 
po exclusive of retroactive wage adjustments ... $139,015,515 $5,422,658 $144,438,173 
Recurring wage adjustments at 1946 level 905, 14,600 22,920,000 
Estimated hers in cost of goods and services 
over 194 


Ss: 
Savings resulting from estimated decline in vol- 
ume and other economy measures taken ...... (5,767,000) (93,000) (5,860,000) 
Subtotal $157,922,915 $5,344,258 $163,267,173 
Provision for Depreciation and Amortization $12,771,180 $593,457 $13,364,637 


Employees’ Benefits .......c-secees Stemkcavbsesaans $2,675,769 $330,768 $3,006,537 














Social Security Taxes 
ye exclusive of retroactive wage adjustments ... $2,543,982 $57,488 $2,601,470 
: 400 


On recurring wage adjustments at 1946 level 604,600 605,000 





PONENE  <s.0b6sn0senesaednceescnéns rere $57,888 $3,206,470 
Other Taxes (excluding income taxes) ..... ,054, $146,000 $4,200,000 
Total Cost of Operations 572, $6,472,371 $187,044,817 


Net Balance from Operations 802, $3,722,024 $13,525,007 
Noncommunication Income 1,378,908 


Gross Ordinary Income $14,903,915 











Deduct 
Rent for lease of plant—Anglo .........seeee: assbhbcbscbousbses eer $1,306,808 
Rent for lease of plant—Other e 955,738 
Interest on long-term debt se 3,900,000 
Other deductions (including $140,000 foreign income taxes) .........e000. ee 806,369 


Total Deductions ........se00- ° $6,968,915 


Net Ordinary Income (before extraordinary current and delayed income charges, 
Federal Income Taxes and Return) $7,935,000 
Estimated Federal Income Tax at 38% 3,015,000 


Estimated return required to assist in restoration of Western Union credit posi- 
tion in order that the improvement program may be facilitated 

(Figures in parentheses indicate red figures.) 

Source: Exhibit 21, introduced by Western Union. 

The figure of $202,000,000 which ing revenues of $200,569,824 shown 
Western Union alleges in its petition on Table I and the nonoperating in- 
to represent its total revenue require- come of $1,378,908. 
ment is made up of total gross operat- It will be noted in Table I that in 


64 PUR(NS) 224 





RE WESTERN UNION TELEGRAPH CO. 


riving at the total gross operating 
enues of $200,569,824, Western 
sion starts with its 1945 revenues, 
Kiucts 6 per cent because of expected 
e-all decline in business, and adds 
» amount of additional annual rev- 
wie which it estimates it will require. 
warding the figure of $200,569,824, 
is significant that it is about $8,- 
0,000 more than Western Union’s 
miss Operating revenues for the year 
M45, the best year in the history of 
stern Union and Postal Telegraph 
pmbined, and the company expects to 
ure such revenues with less traffic 
ban in 1945, a decline in traffic caused 
hth by over-all decline in business 
ni diversion resulting from the pro- 
sed rate increases. 


A basic estimate in Western 


hion’s presentation is that of a 6 
cent decline in its gross operating 
venues as compared with the year 


This estimate appears to be 
imply the judgment of company offi- 
als. No detailed or logical analysis 
f the expected decline in revenues 
as presented in support of the esti- 
mate, and it was explained merely as 
nused by decline in general business 
utivity throughout the country. The 
erticular 6 per cent figure was de- 
wed from a comparison of recent 
eekly gross receipts in 1946 with 
ose in 1945 during the same period. 
We are not satisfied with the com- 
any’s estimate of only a 6 per cent 
wer-all decline from its 1945 busi- 
uss. With respect to the accuracy of 
¢ period used in 1946 as an index 
or comparing results for the year 
ith those for 1945, it is sufficient to 
serve that about four and one-half 
months from the end of the year 
1945, there was a sharp upsurge in the 
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company’s weekly revenues, which 
was manifest throughout the rest of 
the year. This was one of the most 
abnormal periods in the country’s his- 
tory, occasioned by the end of hostili- 
ties. 

Included in Western Union’s rev- 
enue presentation are its cable system 
revenues, and, as is shown on Table I, 
Western Union also estimates a 6 per 
cent decline in its cable revenues, as 
compared with 1945. Nothing was 
presented for the record in support of 
this estimate. Considerable doubt is 
cast on its reasonableness by the fact 
that for the month of March, 1946, 
Western Union’s cable revenues were 
more than 28 per cent less than for 
March, 1945. 

In this connection, it is to be noted 
that the gross operating revenues 
shown on Table I for the cable sys- 
tem are substantially overstated by 
Western Union’s failure to make al- 
lowance for the international tele- 
graph rate reductions which have just 
recently become effective. Western 
Union estimates that these reductions, 
which were initiated by other United 
States carriers which are in direct 
competition with Western Union, will 
cost it more than $1,000,000 annually. 
Further international rate reductions, 
which Western Union will have to 
meet at an annual cost of almost an- 
other $1,000,000, approximately, are 
also in prospect. 

It has been indicated that Western 
Union attributes its expected 6 per 
cent over-all decline in revenues to an 
over-all decline in business activity. 
An analysis, however, of past correla- 
tion between telegraph transmission 
revenues and the comprehensive busi- 
ness activity index of gross national 
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product,’ as well as factors represent- 
ed by time, indicates that gross na- 
tional product for 1946 would have 
to be about 203 billion dollars for the 
year 1946 for telegraph transmission 
revenues to be only 6 per cent less 
than for the year 1945. Gross na- 
tional product reached a peak of over 
197 billion dollars in the years 1944 
and 1945, and for the first three 
months of 1946, it was at the sub- 
stantially lower level of an annual rate 
of 182 billion dollars, seasonally ad- 
justed. 

Another important factor which 
leads us to the conclusion that West- 
ern Union is definitely erring on the 
side of optimism in its 6 per cent esti- 
mate is the factor of competition from 
other communication services. Tele- 
phone toll and teletypewriter exchange 
facilities and services are rapidly be- 
ing improved and expanded, and sub- 
stantial reductions in rates for these 
services have only recently been made. 
Indeed, several substantial reductions 
were made in interstate telephone toll 
rates during the war. Today, the 
maximum charge for a 3-minute sta- 
tion-to-station daytime telephone call 
is only $2.50; during the “night” pe- 
riod between 6 P. M. and 4:30 A. M., 
only $2. A three minute teletypewrit- 
er exchange transcontinental connec- 
tion now costs only $1.75. By con- 
trast with these low rates for a 2-way 
service, a ten word one-way full rate 
transcontinental telegram costs $1.20. 
Telephone toll calls, which attained 
peak volumes during the war period, 
are continuing at extremely high lev- 


els, and, to our knowledge, the Be 
System has still not begun to promot 
the development of new business 
the basis of the toll rate reductions j 
made during the war years. 

The air-mail service, which is an 
other main competitor of Wester. 
Union, is also being speedily im 
proved. This service deteriorate 
during the war because of ‘subordina 
tion in priority of handling and lac 
of planes, but now air mail is givey 
priority over all other forms of trafig 
on planes, and a program for its im 
provement is being pushed. It is ex 
pected that within the next twely 
months, there will be overnight ai 
mail service between all cities of 100, 
000 population and up.* Correspond 
ing improvements will also be madé 
in daytime air mail service, but th 
overnight service is stressed becaus¢ 
Western Union feels that air mai 
service is most competitive with i 
telegraph night letter. 

The above discussion has related tg 
Western Union’s gross operating rev 
enues. On the cost side, it appear 


adequate the gross revenues estimated 
by Western Union, even if the pr 
posed rate increases should result if 
the additional revenues estimated b 
the company. 

Foremost of these contingencies | 
that of possible further wage in 


creases. In its decisions of Decembe 
29, 1945, relative to both the AF of 
and CIO unions of Western Uniof 
employees, the National War Labo 





7 “Gross national product” is an index com- 
piled by the U. S. Department of Commerce. 
It is a statistical series, akin to national in- 
come, its purpose being to measure the total 
value at market prices of goods and services 
produced in the United States. 
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8 Today, there is a daily nonstop flight fro 
New York city to Los An gree by Constel 
tion plane, leaving at 2:4 arriving 
Los Angeles 11:45 p.m., Los Angeles timg 
and making connections for arrival at >@ 
Francisco at 2:20 a.m. 
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Board expressly provided for a re- 

ning of the wage question on May 
| 1946. Both unions have reopened 
fe matter and are making demands 
for substantial increases. The record 
shows that even a 5 cents an hour 
increase for the company’s employees 
may wipe out all the net income that 
the company expects will result from 
the proposed rate increase, and per- 
laps more. It is certainly a fact for 
ys to consider that Western Union’s 
revenue situation may be materially 
fected by increased wage cost.® 

The item on Table I of $13,364,637 
or “Provision for Depreciation and 
Amortization” suggests another fac- 
tor which may substantially affect the 
ompany’s financial position. West- 


em Union has plans for a comprehen- 
sve improvement of its plant and 
heilities, and it hopes to be able to 


ucelerate this program so as to com- 
plete it by the end of the year 1949, 
Itbegan in June, 1942, to make provi- 
sion for the extraordinary obsolescence 
expected to result from this program, 
but between that time and the end of 
1945, only $5,000,000 had been ac- 
cued therefor in the depreciation re- 
srve account. In 1945, only about 
$1,600,000 out of the above $13,000,- 
00 figure represented provision for 
this extraordinary obsolescence. Con- 
sequently, as a necessary result of the 
company’s program, a very substan- 
tial provision has yet to be made for 
extraordinary obsolescence of exist- 
ing plant and equipment, which had 
anet book cost of about $214,000,000 
in 1945. Whether such provision 
should be made at the expense of the 


ratepayers, as distinguished from the 
company’s stockholders, is a question 
we are not now called upon to decide. 

Another important item on Table I 
is that of “Savings resulting from es- 
timated decline in volume and other 
economy measures taken,” in the 
amount of $5,860,000. This indicates 
the company’s views as to the extent 
to which it can accomplish savings 
from the expected drop in traffic. The 
company witnesses were unable to 
state how much of this item represent- 
ed the effect of “economy measures.” 
In total, however, it amounts to about 
45 per cent of an expected decline in 
revenues of 7 per cent, this per cent 
being made up of the 6 per cent over- 
all decline factor and 1 per cent more 
for expected loss of traffic because of 
the proposed rate increases. The com- 
pany’s witnesses indicated that if the 
decline in traffic were materially more 
or less than 7 per cent, this 45 per cent 
savings factor would have to be recon- 
sidered. 

According to the testimony, West- 
ern Union is presently engaged in a 
strict economy program, in an attempt 
to cut costs. There are definite lim- 
its to such a program, however, be- 
cause of the need of meeting service 
demands. There were indications in 
the record that service is already be- 
ginning to suffer from the economies 
that have been imposed. 

Western Union does not regard 
higher rates as the ultimate answer, 
and it would be highly unreasonable 
to do so, in view of the competition it 
has to meet. The company is putting 
its hopes in what has been variously 





*Western Union’s wage costs would also be 
mubstantially increased if Congress passes pro- 
bsed legislation now pending: before it which 
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would raise the national minimum wage from 
40 cents to 65 cents an hour. Many of its 
employees are paid less than 65 cents an hour. 
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termed its “mechanization,” “modern- 
ization,” or “improvement” program, 
as a means of reducing operating 
costs. This program contemplates ex- 
tensive use of a radio relay system and 
circuits leased from the Bell System 
for the handling of intercity traffic. 
As part of the program, Western 
Union also expects to secure advan- 
tageous modifications of its numerous 
service contracts with railroads, to ex- 
tend its reperforator switching and 
carrier installations, to improve its 
methods of terminal message han- 
dling, and to expand its private wire 
systems. 

Western Union planned originally 
to complete this program in 1952. It 
now is attempting to accelerate the 
program so as to complete it by the 
end of 1949. For the period 1946 
through 1949, Western Union esti- 
mates it will spend about $60,000,000 
on this program, of which $11,000,- 
000 has been allocated for 1946. 

We are not at all satisfied that the 
company’s improvement program will 
be the answer to its problems. The 
company estimates total savings un- 
der the completed program of approx- 
imately $16,000,000 a year, the sav- 
ings reaching this level in the year 
1951. These estimated savings do 
not offer much hope of reduced rates. 
They fall substantially short of the 
more than $19,000,000 of rate in- 
creases which the company is now 
proposing, and thus, upon a granting 
of these rate increases, the $16,000,- 
000 of savings would not even permit 
a reduction in rates to their present 
level. 


pany is added capacity, which ma 
make possible the handling of large 
volumes at lower rates, with improve; 
speed of service. But there is a real 
question whether there will be a de 
mand for such capacity by 1951, when 
Bell System and air mail competitiog 
is considered. 

The improvement program also in 
volves major contingencies as to tim 
ing. The company expects no savings 
therefrom in 1946, only about $2 
500,000 of savings in 1947, and $6, 
300,000 of savings in 1948.” Buf 
even these limited amounts of saving 
assume substantial completion of the 
program by 1948-1949. As part of 
the program, Western Union expe 
to handle ultimately 52 per cent of its 
trunk line traffic by radio relay. To 
day, however, the radio relay system 
is still in the experimental stages, and 
construction of the first stages of the 
experimentation, the New York 
Washington-Pittsburgh triangle, wil 
not be finished until early in 1947. 

Western Union expects to handle 
the rest of its trunk line traffic, 48 per 
cent, over circuits leased. from the Bell 
System. Whether these circuits can 
be economically used will depend on 
the progress made in the program for 
modification of railroad contracts and 
for extension of the reperforator 
switching installations. Use of these 
leased circuits will also be dependent 
upon getting the terminal equipment 
for breaking up the voice frequency 
band for telegraph use. 

The merits of Telefax have als 





10The figures for subsequent years are: 
1949, $13,064,000; 1950, $15,187,000; 1951, 
$15,750,000; 1952, about the same; and at the 
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rate of approximately $16,000,000 a year there 
after. 
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been given much prominence in com- 
pany claims about the improvement 
program. At the hearings in this 
proceeding, Western Union’s presi- 
dent testified, however, that Telefax 
is now in the hands of the engineers 
for the purpose of having the specifi- 
cations rewritten, and until this re- 
writing job was finished, he could not 
order the equipment. 

Generally, like many others today, 
Western Union is experiencing de- 
lays in securing equipment necessary 
to the accomplishment of its improve- 
ment program. 

We may summarize very simply 
our findings on Western Union’s rev- 
enue needs: We are of the opinion 
that Western Union will need sub- 
stantially more revenue than it is now 
requesting if it is to continue in op- 
eration as a solvent enterprise, and 
provide satisfactory service on a com- 
prehensive nation-wide basis. 


Proposed Rate Revisions 


Western Union is proposing to ob- 
tain the additional revenue of more 
than $19,000,000 by means of rate in- 
creases on more than 85 per cent of 


its domestic traffic. As a result of 
these increases, it estimates that. it 
will receive a total increase in revenue 
of $19,487,955, of which $1,668,910 
would be from intrastate service not 
subject to this Commission’s jurisdic- 
tion. 

The three major domestic services 
excluded from any rate increase are 
Western Union’s Telephone message 
toll," Leased Wire and Telemeter 
services. These exclusions were based 


on the consideration that these serv- 
ices, which yielded $6,500,000 of 
gross revenues in 1945, are directly 
competitive with Bell System services. 
No explanation was given for the ex- 
clusion of Western Union’s interna- 
tional rates from the proposals, but 
as has been previously indicated, in- 
ternational telegraph rates have been 
recently reduced upon the initiative of 
competing carriers. 

The proposed rate increases fall in- 
to two main groups: (1) eliminations 
and selected adjustments; and (2) an 
over-all flat increase. The rate in- 
creases which the company proposed 
at the hearings are hereinafter dis- 
cussed. It will be observed that the 
company included in its proposals at 
the hearing the elimination of the spe- 
cial exchange floor-to-floor rates, al- 
though this was not mentioned in its 
petition. The company requested in 
its petition a flat increase of “not 
more than 10 per cent,” but at the 
hearing it directed its proof to an 8.5 
per cent flat increase, on the assump- 
tion that it would be permitted to 
make all of the specific rate revisions 
proposed by it. 

Under the provisions of § 204 of 
the Communications Act, 47 USCA 
§ 204, Western Union has the burden 
of proof to show that the proposed in- 
creased charges are just and reason- 
able. It may be the case, as Western 
Union contends, that in view of its 
revenue situation, its present rates and 
charges are confiscatory. The com- 
pany is not seeking, however, only a 
general increase in all its rates; it is 
proposing certain selected adjust- 





_ Western Union’s president testified that 
it was negotiating with the Bell System for 
a sale to the latter of Western Union’s tele- 
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phone properties and that the deal should be 
completed very shortly. 
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ments, and it is entirely excluding cer- 
tain classes of service from any rate 
increase. Consequently, questions are 
presented as to the justness and rea- 
sonableness of the various adjustments 
that are proposed. 

The rate proposals will be consid- 
ered in the following order: 

(1) Elimination of “Tourate” serv- 
ice. 

(2) Elimination of Free Forward- 
ing practice. 

(3) Elimination of 
Floor-to-Floor rates. 

(4) Elimination of Longram and 
Serial Longram services, and revi- 
sion of Day Letter schedule. 

(5) Revision of Night 
schedule. 

(6) Revision of schedule of Money 
Order Premium charges. 

(7) Increase of 10 per cent in 
C.N.D charges. 

(8) Elimination of differential in 
charges between U. S. Government 
and commercial messages. 

(9) Application of over-all in- 
crease. 


Exchange 


Letter 


Tourate Service 


[1] The company proposes the 
elimination of the “Tourate” service 


classification. This service was es- 
tablished by Western Union in Oc- 
tober, 1935, for the purpose of popu- 
larizing the use of telegrams for social 
correspondence. It is restricted to 
travel messages containing specific in- 
formation such as time of arrival, 
health of the sender, or of the party, 
state of the weather, a characteriza- 
tion of the trip, next destination, de- 
partures, and certain expressions. 
Within this classification a message 
of fifteen words or less may be sent be- 


tween any two points in the United 
States served by a Western Union of- 
fice at a flat rate of 35 cents, with an 
additional charge of 24 cents for each 
word in excess of fiftten words. 

The charges for a 15-word Tour- 
ate message if calculated at existing 
rates applicable to full rate messages 
of the same length would range from 
25 cents in the first rate zone to $1.63 
in the last zone, yet Tourate mes- 
sages receive the same handling and 
priority accorded to messages in the 
full rate classification. The text of 
the message is the sole criterion of 
whether the Tourate or full rate 
schedule of charges applies. 

It is apparent that compared to the 
full rate message service, there exists 
a discrimination in favor of the Tour- 
ate classification, for which no justi- 
fication appears. In view of Western 
Union’s present acute financial condi- 
tion, it appears reasonable to eliminate 
this discrimination by discontinuance 
of the lower Tourate charges. 


Free Forwarding Practice 


[2] The practice of forwarding 
messages free of charge was instituted 
by Western Union in March 1934 to 
add to the attractiveness of telegraph 
service and thereby stimulate addi- 
tional use of the service. Under this 
practice, a prepaid message, reaching 
its original destination over Western 
Union lines, may be forwarded with- 
out additional charge to the addressee 
at any other point within the United 
States where there is a Western Union 
office. Such forwarding will be done 
either on instructions left by the ad- 
dressee, or automatically by the com- 
pany when the whereabouts of the 
addressee is ascertained locally. For- 
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warding without additional charge 
applies only when the addressee has 
left the point where the sender ex- 
pected him to be, and it does not apply 
to messages reported undelivered and 
forwarded to some other destination 
at the request of the sender. Collect 
messages are also forwarded, and the 
addressee is charged the tolls from the 
originating point direct to the point 
at which delivery is actually made. 
Upon discontinuance of the free 
forwarding practice, the company 
would resume its former practice of 
forwarding the message to the new 
destination, when it can be ascer- 
tained, and collecting from the sender 
or addressee the regular charges ap- 
plicable between the original destina- 
tion and the new destination. As a 


general rule, the message would be 
forwarded collect unless in the judg- 
ment of the employee on duty the 


charges should not in fairness be as- 
sessed against the addressee. Ordi- 
narily, then, under the proposed prac- 
tice, the sender would pay the charge 
between the originating point and 
original destination and the addressee 
would pay the charge between the 
original destination and the new des- 
tination.™ 

By order dated May 16, 1939, the 
Commission instituted on its own mo- 
tion an investigation into the lawful- 
ness of the charges for reforwarding 
telegraph messages, and of the regu- 
lations, practices and classifications 
applicable thereto. We found upon 
the record in that proceeding that the 
discrimination, if any, which might 
result from a proper application of the 


reforwarding privilege was not unjust 
or unreasonable. (8 FCC 328, de- 
cided January 9, 1941). 

We have reéxamined the free for- 
warding practice in the light of the 
present record. Forwarding requires 
a second transmission and a second 
delivery attempt. Obviously this must 
involve additional costs to the com- 
pany for which it receives no addition- 
al compensation. In some instances 
these costs may be comparatively 
large. This would appear to be the 
case, for example, in transmitting a 
message from New York to Baltimore 
and then forwarding it to San Fran- 
cisco. Yet under the free forwarding 
practice the company would receive 
only 36 cents, the New York-Balti- 
more charge, for this service as com- 
pared to $1.20 had the message been 
sent directly from New York to San 
Francisco. If the same message were 
sent from New York to San Francisco 
and then forwarded to Baltimore, the 
New York-San Francisco charge of 
$1.20 would apply rather than the 
New York-Baltimore charge of 36 
cents. 

In the case of a collect message from 
New York to Baltimore which is for- 
warded to San Francisco, the New 
York-San Francisco charge of $1.20 
is applicable under the present prac- 
tice, as compared to the New York- 
Baltimore charge of 36 cents in the 
case of a prepaid message, a difference 
of 84 cents between the prepaid and 
collect users. Conversely, had the 
same message been sent collect from 
New York to San Francisco and then 
forwarded to Baltimore, the New 





In this connection, however, under West- 
etn Union’s tariffs, even though the addressee 
of a collect message refuses payment, the mes- 
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sage must be delivered and tolls collected from 
the sender. 
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York-Baltimore charge of 36 cents 
would apply in spite of the two trans- 
continental hauls. 

It appears that the abandonment of 
the present free forwarding practice 
would more closely relate the charges 
for the service rendered to the costs 
thereof, by providing compensation at 
regular rates for the forwarding trans- 
missions. In addition, there would be 
eliminated such discrimination as ex- 
ists between customers whose traffic 
is forwarded and those whose traffic 
is sent directly between the originat- 
ing point and the point of ultimate 
delivery, and such discrimination as 
exists between senders of prepaid and 
collect messages between the same 
points. 


Exchange Floor-to-floor Rates 


[3-5] The issue as to the lawful- 
ness of exchange floor-to-floor rates 
was made a part of this hearing by our 
supplemental order of April 4, 1946, 
herein. These are exceptional pref- 
erential rates which apply to messages 
handled over direct circuits connecting 
the trading floors of certain grain and 
produce exchanges, and are approxi- 
mately 20 per cent less than the full 
rate between the same points. It was 
not possible at the hearing to obtain 
any information concerning the origin 
of these rates. 

At the time of the hearing, ten such 
circuits were listed in the company’s 
tariffs. Six of these connect the ex- 
change floors in the Chicago Board of 
Trade Building with exchange floors 
in Duluth, Kansas City, Minneapolis, 
New York city, Philadelphia, and St. 
Louis, respectively. Customers on 
the Milwaukee-Minneapolies route 
use the serial service since the charges 
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for such service are lower than the 
exchange rates. The New York-St 
Louis, Chicago-Toledo, and Balti- 
more-Chicago circuits have not been 
in operation for a number of years, 
On the basis of a special study of the 
volume of the exchange floor-to-floor 
traffic over the active circuits for the 
week ending March 4, 1946, it ap- 
pears that only 760 messages were 
sent at the exchange rates, producing 
$293 in revenue. On an annual basis, 
it was estimated by Western Union 
that this service would yield a total of 
$15,271 in revenue at present rates, 
and $20,107 if regular full rate mes- 
sage charges were applied, and no 
diversion occurred. 

In order to provide this service, a 
regular telegraph office, which would 
not otherwise be maintained, is set up 
by Western Union on each exchange 
floor, with Morse-operated direct wire 
circuits to the other exchange floors 
with which each connects. The send- 
ers and addressees normally are mem- 
bers of the local exchanges. 

The service provided for the low 
exchange rates is of a superior charac- 
ter. It is sometimes referred to as a 
“flash” or “expedited” service, and 
is probably the fastest service offered 
by Western Union in this country. 
For all practical purposes the ex- 
change-floor offices are not public of- 
fices but are for the exclusive use of 
members of the Exchange and their 
guests. Relatively few messages of 
classifications other than exchange are 
handled between these offices. Mem- 
bers are free to go up to the counter 
and dictate their messages verbally to 
the operator and in many instances 
operators accept messages by sign 
language from the “pit.” Practically 
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instantaneous service is assured by 
the use of the direct wire circuits, and 
this service is of especial value to the 
group of users involved here because 
of the importance of the time element 
in connection with many, if not most, 
of the messages. 

The company proposes to eliminate 
the differential now existing between 
exchange rates and full rates. The 
Chicago Board of Trade, whose mem- 
bers constitute one of the largest 
groups of users of the exchange floor- 
to-floor service, intervened in this pro- 
ceeding, taking the position that if the 
Commission found that the company 
needs additional revenue to conduct 
its business, there would be no objec- 
tion on its part to an over-all percent- 
age increase applicable to all services 
alike; but that it did object to the 
dimination of the differential in favor 
of the exchange service. The inter- 
vener alleged that the cost to the com- 
pany of rendering the service is less 
than that for the full rate service, and 
presented a motion orally at the hear- 
ing requesting a cost study to deter- 
mine whether or not the present dif- 
ferential was justified on a cost basis. 
The motion was denied and, we think, 
properly so. Cost of service is an im- 
portant factor in rate making, but in 
dealing with particular classifications 
of service, the relative value of the 
service as compared to like services is 
also an important element to be con- 
sidered. We do not consider that un- 
der the provisions of the Communica- 
tions Act, and we have particularly in 
mind §§ 201 and 202 of the act, we 
are obliged in every case to have be- 
fore us specific evidence as to the cost 
of furnishing the particular service 
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classification in order to determine 
reasonable rates therefor. 

In addition to the alleged cost jus- 
tification for continuance of the pres- 
ent rate, the witness for the intervener 
testified that 

“having once had a piece of cake 
you hate to have someone take it away, 
and we have had this so many years 
we don’t want to lose it.” 

Here, a particular group of users is 


. receiving a preferential service at pref- 


erential rates, by contrast to the serv- 
ice and rates given the regular full 
rate user. In accordance with our 
allowance of a premium charge for the 
international urgent service classifica- 
tion (see 8 FCC 502, 38 PUR(NS) 
205, decided April 9, 1941), we might 
well consider the application of a 
premium charge for the exchange 
floor-to-floor service. In any event, 
the users of this special service should 
be required to pay at least what full 
rate users have to pay. 

The preferential rate in favor of the 
exchange service user cannot be justi- 
fied by asserting, as did intervener, 
that this service is not comparable to 
full rate service, but is in reality more 
like private line service where the 
charges to the user on a per message 
basis may be generally lower than ex- 
change rates per message. Exchange 
messages are accepted over the coun- 
ter at a telegraph office of the com 
pany on the floor of the Exchange, not 
in the customer’s private office, and 
are handled by company employees. 
In fact, the witness for the intervener 
made it clear that the exchange serv- 
ice was not comparable to private line 
service when he testified that he did 
not think it would work if small trad- 
ers now using this “flash” service 
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were to get together and hire a private 
line as joint users. 

In addition to the circuits described 
above, there are 14 other Morse-op- 
erated circuits connecting 15 cities out 
of Chicago, comparable in most in- 
stances to the exchange floor-to-floor 
service. The regular message rates 
are, however, applicable on these cir- 
cuits. 

We find and conclude that Western 


Union is here making an unjust and_ 


unreasonable discrimination in charg- 
es and services, and is making and 
giving an undue and unreasonable 
preference and advantage, in favor of 
the users of the exchange floor-to- 
floor service, as contrasted with the 
charges and services furnished to the 
users of full rate message service be- 
tween the same localities. We find 
and conclude, therefore, that such dis- 
crimination, preference and advantage 
are unlawful under the provisions of 
§ 202 of the Communications Act. 

In view of Western Union’s rev- 
enue needs, we are of the opinion that 
the unlawful discrimination, prefer- 
ence, and advantage hereby found to 
exist should be removed by increasing 
the exchange rates to the level of the 
rates for full rate telegrams between 
the same localities. 


Day Letter/Longrams 


Western Union proposes to elim- 


inate the Longram and _ serial 
Longram classifications, and to estab- 
lish reduced additional-word rate 
schedules for the Day Letter classifica- 
tion. Day Letters, Longrams, and 
serial Longrams are all accorded the 
same handling, and are deferred in 
transmission to full rate telegrams 
and regular serial messages. 
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The Longram and serial Longram 
classifications were established Feb. 
ruary 1, 1943, in an effort to cushion 
the effects of the discontinuance of 
the Timed Wire Service classification 
which had been held to be an unlawful 
classification by the Commission 
({1942] 9 FCC 190). The charges 
for the Longram classification are 
twice the 10-word telegram rates for 
the first 100 words, with additional 
charges for each additional 5-word 
group at a level which results in re- 
duced average costs per word as the 
length of the message increases. Se- 
rial Longrams are charged for at the 
Longram rates plus 20 per cent. 

The present rates for Day Letters 
are one and one-half times the 10- 
word telegram rates for the first 50 
words or less and each additional 10- 
word group is charged for at one-fifth 
of the initial 50-word rate. The 
Longram rates result in charges 
which are lower than the Day Letter 
charges for messages over 60 words 
in length. Under the tariffs, the low- 
er of the two rates applies (i. e., as 
between Longram and Day Letter 
rates). As a result of thus combining 
the two schedules of rates, an incon- 
sistent rate schedule is produced. For 
example, in the 60-cent rate zone, the 
Day Letter/Longram rate for a 50- 
word message is 90 cents (1.8 cents 
a word) ; for the next ten words, the 
charge is 18 cents (1.8 cents a word); 
for the next forty words, 12 cents (an 
average of .3 cents a word) ; and for 
each additional group of 5 words, 5 
cents (an average of 1 cent a word). 

The proposed new Day Letter 
schedule will effect no change in the 
charges for messages of 50 words or 
less, will reduce the rates for messages 
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of 51 to 60 words, and will increase 
the charges for messages over 60 
words. The new schedule will elim- 
inate the above-described inconsist- 
ences in the present Day Letter /Long- 
ram schedule, and will provide some 
reductions in per word costs to the 
users as the length of the messages in- 
creases. 

Where more than one Day Letter/ 
Longram is sent on any one day by 
the same sender to the same addressee 
between the same points, the sender 
may designate the messages as sec- 
tions of a serial Longram to be con- 
sidered as one message for the pur- 
poses of charging. This results in 
lower charges than if the messages 
were sent as Day Letters or Long- 
rams. 

No reason appears why messages 
sent as serial Longrams should take 
lower charges than the same com- 
munications sent as Day Letters or 
Longrams. The company states that 
the serial features of the classification 
present various administrative diffi- 
culties that result in greater expense 
to it in handling than is the case with 
Day Letter/Longrams. Since serial 
Longrams are sent in sections, it is 
necessary for the company to exam- 
ine the sent-message file of each cus- 
tomer who maintains a charge account 
to determine whether any messages 
have been marked as serial Longrams, 
and, should there be any, to ascertain 
whether there were other serial sec- 
tions sent to the same addressee on the 
same day. If no additional sections 
are found, the single section must be 
reclassified and billed at the applicable 
Day Letter or Longram rate. It ap- 
pears that customers tend to designate 
all of their deferred messages as “Se- 


rial Longrams” in order to obtain the 
benefit of the lower serial rate in the 
event that they should happen to send 
more than one message to the same 
addressee on the same day. Accord- 
ingly, many more messages are 
marked “‘serial’’ than actually qualify 
as such, thereby causing much waste 
of time and expense to the company 
in searching the message files and re- 
classifying single “sections.” 

It appears that the serial Longram 
classification has had relatively small 
use. The revenues in 1945 from se- 
rial Longrams amounted to only 
$723,349, or approximately .5 per 
cent of the total public message rev- 
enues of Western Union. 


Night Letters 


Night letter service is designated 
as a low rate service for relatively 
long overnight communications be- 
tween points in the United States, 
handled over Western Union facil- 
ities. Under this classification, night 
letter messages are accepted by the 
company at any time during the day 
and up to 2 a.m. for delivery not 
earlier than the following morning. 
A night letter of 25 words or less may 
be sent for the basic rate of 24 cents 
in the first rate zone, and for 50 cents 
in the last two rate zones. For each 
group of five words or less in excess 
of the 25-word minimum, the night 
letter rate schedule provides for addi- 
tional-word rates which decrease as 
the length of the message increases. 
It is Western Union’s proposal to 
make an upward adjustment of each 
of the basic or minimum rates appli- 
cable in the last four rate zones. It 
proposes to make no change with re- 
spect to the charges presently appli- 
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cable in those zones to wordage in 
excess of the minimum. 

The present and proposed basic 
rates applicable to night letter mes- 
sages are as follows: 


Night Letter 


Present Proposed 
(25 words) 


Rate Zone 


(Full Rate 
Telegram 
(10 words 


$.24 
28 
30 
35 
42 
48 
50 
50 
The present basic rates applicable 
to night letter messages in the last 
four rate zones are substantially low- 
er than the basic rates applicable to 
full rate messages in the same zones. 
For example, in the fifth rate zone, 
the charge for a 10-word full rate 
message is 60 cents as compared with 
the basic rate of 42 cents for a 25- 
word night letter message, a difference 
of 18 cents. In the two last rate 
zones, the disparity between basic full 
rate message and night letter rates 
is considerably greater. In these two 
zones, the basic rates for a 10-word 
full rate telegram are 90 cents and 
$1.20, respectively, as compared with 
the basic rate for a night letter mes- 
sage in each of these zones of 50 
cents, a difference of 40 cents and 70 
cents, respectively. The proposal of 
the company to increase the basic 
rates in the last four zones will les- 
sen the existing spread between the 
basic full rate and the basic night 
letter rate in each of these zones, and 
will establish what appears to be a 
more reasonable relationship between 
them. 
The existing night letter rate sched- 
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ule, like the full rate schedule, is gen- 
erally predicated upon the principle 
of increased charges for increased 
distances. In the last four rate zones, 
however, the applicable basic night 
letter rates do not reflect this princi- 
ple to the extent that it is reflected in 
the basic night letter rates applicable 
in the first four rate zones. This is 
particularly true with respect to the 
last two rate zones where the charge 
is the same. In the next to the last 
zone, the basic night letter rate of 50 
cents is only 2 cents more than the 
basic night letter rate of 48 cents in 
the 72-cent full rate zone. The rates 
which Western Union proposes to ap- 
ply in the last four rate zones will re- 
sult in a more consistent rate schedule 
for this service. 


Money Order Premium Charge 


Money order service provides for 
the telegraphic transfer of funds from 
one place to another for individuals 
or firms. The sender prepares an ap- 
plication blank giving the necessary 
details of the transaction and may, if 
he so desires, include a message to be 
delivered with the money. An inter- 
office telegram is sent to the office 
nearest the payee directing it to make 
the required payment. Payment is 
made either by delivery of the com- 
pany’s money order draft to the pay- 
ee or by notifying the payee to call 
at the office to receive the money after 
properly identifying himself. 

The customer may elect to send 
either a full-rate money order or an 
overnight money order. The total 
charge for a full-rate money order is 
the charge for a 15-word day message 
plus a “premium charge” based upon 
the amount of the principal involved. 
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The charge for an overnight money 
order is the applicable night-letter 
base rate plus the premium charge. 
The premium charges for full-rate 
money orders and overnight money 
orders are the same. 

The company proposes the estab- 
lishment of increased premium charg- 
son money orders of over $25 prin- 
cipal amount. 

Under the present schedule for 
amounts of $25 or less the premium 
charge is 25 cents; from $25.01 to 
$50, 35 cents; from $50.01 to $75, 
60 cents; and from $75.01 to $100, 
8 cents. For each additional $100 
or fraction up to and _ including 
$3,000, it is 25 cents and for each 
$100 in excess of $3,000, the premium 
charge is 20 cents. The second step 
in this schedule is “out of line,” ac- 
cording to the company, because the 
increase over the basic charge for 
$25, or less, is only 10 cents, whereas 
the increase for the third and fourth 
$25 steps is 25 cents. 

It is proposed to substitute a sched- 
ule in “step rate” form developed on 
the following percentage basis: For 
the first $100, 1 per cent of the prin- 
cipal amount; from $101 to $300, 3 
of 1 per cent; from $301 to $500, 4 
of 1 per cent; from $501 to $3,000, 
4 of 1 per cent; and over $3,000, 
$ of 1 per cent. The application of 
the percentage of principal within 
tach amount group is on a step basis. 
For example, the minimum premium 
is 25 cents for amounts up to $25, 
for amounts in the $25-$50 group, 
the additional premium is 5 cents for 
each $5 or fraction, and for the next 
$50, 10 cents for each $10 or fraction. 

This schedule, although designed 
to increase money order revenue 
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over-all through generally increased 
premium charges, results in decreases 
in the charges on some money orders, 
while charges on many others will 
remain unchanged. The major por- 
tion of the increase is placed on orders 
of higher amounts. The “step rate” 
principle provides a consistent sched- 
ule under which the charges are more 
directly related to the actual amount 
of the money order and at the same 
time recognizes the principle of de- 
creasing the percentage relationship 
between the premium and the prin- 
cipal as the amount of the principal 
increases. 


Commercial News Department 
(C.N.D.) Service 


Western Union proposes a flat 10 
per cent increase in its rates for 
C.N.D. service. C.N.D. service is 


the furnishing of reports of commod- 
ity and financial market quotations, 
and of sports events, by ticker, pri- 


vate wire, or telegraph message. 
C.N.D. messages are given the same 
handling as full rate telegrams. It is 
particularly striking here that for the 
year 1945, Western Union handled 
2,413,581 C.N.D. messages (as dis- 
tinguished from C.N.D. ticker serv- 
ices), but only received $319,533 in 
revenue therefrom, an average of 
about 13 cents a message. This com- 
pares with the minimum charge of 20 
cents for a full rate message. 

We think that the 10 per cent in- 
crease is justified, but consideration 
should be given to a further adjust- 
ment in the charges for C.N.D. serv- 
ice which will resolve such apparent 
discrepancies. 
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U. S. Government Rates 


[6, 7] Western Union proposes 
that the Commission eliminate the 
existing differential between the rates 
for domestic United States Govern- 
ment messages and rates for commer- 
cial messages in the corresponding 
classes. The proposal also includes 
government messages between the 
United States and Canada and other 
North American places within the so- 
called domestic zone, except full rate 
messages between the United States 
and Mexico.” The current rates ap- 
plicable to government messages filed 
as full rate telegrams, day letters, day 
letter /longrams, night messages, night 
letters, serial messages, and _ serial 


longrams are fixed by the Commis- 
sion’s Order No. 125, dated May 25, 
1945, at 80 per cent of the fates ap- 
plicable to commercial communica- 


tions in the corresponding classifi- 
cations, subject to various specified 
minimum charges. The order, which 
applies alike to interstate and in- 
trastate government messages, also 
provides that in no case shall the 
charge for a government message ex- 
ceed the charge for a corresponding 
commercial message. Under Western 
Union’s proposal, the elimination of 
the differential for government mes- 
sages and the additional over-all in- 
crease in charges was estimated to 
result in a total increase of about 36 
per cent in telegraph charges to the 
government. 

The provisions of § 601(b) of the 


Communications Act, 47 USCA § 
601(b), imposed upon and vested ; 
this Commission all duties, powers 
and functions of the Postmaster Gen. 
eral with respect to telegraph compa. 
nies and telegraph lines under any 
existing provision of law. By reason 
of this section, the Commission, since 
its organization, has exercised the 
duty formerly imposed on the Post. 
master General of annually fixing U. 
S. Government telegraph rates under 
the provisions of the Post Roads Act 
of July 24, 1866 (Revised Statutes, 
§ 5266).* 

By the Post Roads Act, Congress 
granted to telegraph companies the 
right to construct, maintain, and op- 
erate their lines over any portion 
of the public domain, navigable wa- 
ters, military and post roads of the 
United States; the right to use stone, 
timber, and other materials from the 
public lands along their lines of con- 
struction; and the right to preémpt 
and use unoccupied public land for 
their stations within specified limita- 
tions. It was provided, however, that: 

“Telegrams between the several de- 
partments of the government and their 
officers and agents, in their trans- 
mission over the lines of any telegraph 
company to which has been given the 
right of way, timber, or station lands 
from the public domain shall have pri- 
ority over all other business, at such 
rates as the Postmaster General shall 
annually fix.” 

It was required by the Post Roads 





18 Western Union accords full rate govern- 
ment messages between the United States and 
Mexico a 50 per cent discount in the portion 
that would accrue to it if the telegram were 
a commercial one. 

14 Apart from the Post Roads Act, § 201 (b) 
of the Communications Act specifically author- 
izes the government classification as an ap- 
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propriate class of communications, and pro 
vides that “different charges may be made for 
the different classes of communications.” _ This 
authority would, however, not extend to intra- 
state communications, whereas the Post Roads 
Act applies to intrastate as well as interstate 
government telegrams. 
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Act that before any telegraph com- 
pany exercised any of the powers or 
privileges conferred thereby, such 
company must file with the Postmas- 
ter General its written acceptance of 
the restrictions and obligations in the 
act. In 1867, Western Union volun- 
tarily filed with the Postmaster Gen- 
eral such a written acceptance, and it 
is accordingly subject to the annual 
orders of this Commission fixing gov- 
ernment telegraph rates. 

In support of its proposal that the 
differential applicable to government 
rates be eliminated, Western Union 
contends that the cost of furnishing 
service to the government is, at least, 
equal to the cost of furnishing service 
to commercial users; that the com- 
pany has received no tangible bene- 
fits by reason of its acceptance of the 
provisions of the Post Roads Act; 
and that in view of the substantial 


contributions it has already made to 
the government in the form of reduced 
rates, and of the fact that there are 
no special government telephone mes- 
sage rates, it is inequitable for the 
government differential to be retained. 
It is contended by the government, 


on the other hand, that Western 
Union is obligated by the Post Roads 
Act, and supplementary legislation, 
to give the government preferential 
telegraph rates; and that, further, the 
costs incurred by the company in fur- 
nishing the government with tele- 
graph message service are less than 
the costs of providing commercial 
service, and that in fact, government 
business is more profitable to the com- 
pany than commercial business. It 
was also testified by the government’s 
witness, who is Chief of the Public 
Utilities Division of the Procurement 
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Division of the Treasury Department, 
and who has the duty of seeing to it 
that the government obtains its utili- 
ties services at the lowest reasonable 
price, that an increase of more than 
10 per cent in government rates 
would cause the government, in the 
interest of economy, to use less costly 
communication services. 

The question of eliminating the 
government rate differential has been 
previously considered by the Commis- 
sion in three separate proceedings. In 
each of these proceedings Western 
Union requested the elimination of 
the differential on the same grounds 
that it has advanced in this proceed- 
ing and although in two instances, the 
amount of the differential was re- 
duced, the Commission has consist- 
ently refused to eliminate it entirely. 
Shortly after the organization of the 
Commission, the matter was the sub- 
ject of a hearing conducted by the 
Telegraph Division of the Commis- 
sion pursuant to Telegraph Division 
Order No. 12 (Docket No. 2639). 
As a result of that proceeding, the 
Commission entered Telegraph Divi- 
sion Order No. 15 of June 27, 1935 
(1 FCC 102), which continued in 
effect the prevailing government 
rates for full rate telegrams, day let- 
ters, night messages, and night let- 
ters, which rates were then 40 per 
cent of the commercial rates, subject 
to certain minima. This order also 
established rates for serial messages 
and timed wire service at 80 per cent 
of the respective commercial rates. 
These rates generally obtained until 
January 1, 1940, when, after hearings 
on petitions filed by the principal 
domestic telegraph carriers (including 
Western Union), the Commission di- 
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rected that domestic government rates 
then established at 40 per cent of the 
charges for commercial communica- 
tions, be increased from 40 per cent to 
60 per cent of the commercial charges, 
without, however, any change in the 
minimum charges theretofore effec- 
tive; and that the government rates 
for timed wire service and serial mes- 
sages be continued unchanged. In its 
decision in this case, issued on Novem- 
ber 3, 1939 (7 FCC 589), the Com- 
mission considered at length the 
history and application of the Post 
Roads Act, as well as the contention 
of the telegraph carriers that they had 
received no benefits under the act. In 
answer to this contention, the Com- 
mission found as follows (at p. 597) : 

“However, that the companies did 
receive benefits from the Post Roads 
Act, whether they be considered as 
tangible or intangible, is beyond ques- 
tion. The history surrounding the 
passage of the Post Roads Act and 
the various subsequent court decisions 
construing its force and effect indi- 
cate that Congress and The Western 
Union Telegraph Co. were at that 
time interested in the expansion of 
telegraph facilities looking toward one 
or more nation-wide telegraph sys- 
tems. It appears that Congress and 
the companies were aware of the var- 
ious obstructions which might be 
placed in the way of such expansion, 
particularly by way of state taxation, 
injunction suits, etc.; and the Post 
Roads Act was an effort to forestall 
such obstructions and to assist in the 
promotion of such nation-wide tel- 
egraph systems. Under judicial inter- 
pretation, the Post Roads Act has 
been construed to be in effect a na- 
tional franchise to the companies to 
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engage in the business of handling 
interstate and foreign messages. This 
is a benefit without which the tek. 
graph companies would have had 
considerably greater” difficulty in the 
development of their present compre. 
hensive systems.” 

These findings apply to the situa- 
tion now before us and meet Western 
Union’s contention herein that it has 
received no benefits under the Post 
Roads Act. 

In the decision referred to above, 
the Commission also considered the 
contention, which has again been ad- 
vanced herein by Western Union, that 
the differential should be eliminated 
on the ground that the cost of furnish- 
ing service to the government did not 
justify a special government ate. 
The Commission stated (at p. 601): 

“However, even if those [cost] 
elements had been adequately estab- 
lished, the cost of the service is not 
the only element for consideration. 
The carriers accepted benefits under 
that act and it is apparent that these 
benefits were to be considered as com- 
pensation for the special rates. While 
it is a matter of controversy how sub- 
stantial the benefits have been, the 
question as to whether such benefits 
have now been fully compensated for, 
so as to warrant the repeal or modifi- 
cation of the Post Roads Act, is not 
a matter for this Commission to de- 
termine.” 

In May, 1943, Western Union and 
Postal Telegraph, Inc. again peti- 
tioned the Commission to establish 
government rates at the same level as 
commercial messages. After hearings 
on these petitions (Docket No. 
6512), the Commission promulgated 
Order No. 116, effective July 1, 1945, 
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fixing government rates at their cur- 
rent level of 80 per cent of the respec- 
tive commercial rates. 

The history of the legislation which 
provided for a domestic telegraph 
merger also leads to the conclusion 
that it is not for this Commission, but 
for Congress, to decide the question 
as to whether the government rate 
differential should be eliminated. In 
considering the domestic telegraph 
merger legislation, which is now § 
222 of the Communications Act, 47 


USCA § 222, enacted March 6, 1943, 


Congress rejected a proposed amend- 
ment to the Post Roads Act which 
would have had the effect of elimi- 
nating any obligation of a telegraph 
company under that act to handle gov- 
ernment telegraph messages at less 
than commercial rates. Moreover, 
Congress rejected this proposal at a 
time when government telegraph 


message rates were 60 per cent of 


commercial rates. When S. 158 
(78th Congress, 1st Session), which 
was the proposed amendment of the 
Communications Act to permit a 
domestic telegraph merger, passed the 
Senate and reached the floor of the 
House of Representatives it provided 
for the elimination from the Post 
Roads Act of the authority in this 
Commission annually to fix govern- 
ment telegraph rates, and it contained 
the following additional provision, by 
way of amendment to § 5266 of the 
Revised Statutes: 

“No telegraph company shall, by 
reason of any benefit received under 
any provision of the Post Roads Act 
of July 24, 1866, as amended, be re- 
quired to transmit such telegrams at 
rates less than those applicable to oth- 
er telegrams in the same classes.” 

[16] 
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In debate on the floor of the House 
concerning these amendments to the 
Post Roads Act, the opponents there- 
of took the view that the government 
was entitled to a special rate. This 
view prevailed and an amendment to 
strike the above-quoted language was 
adopted. (89 Cong. Rec. pt. 1, pp. 
788-793.) The conferees for the 
House and the Senate agreed upon 
this change, and also to the restora- 
tion of the rate-fixing provision in 
the Post Roads Act. These changes 
were explained in the Conference Re- 
port as follows: 

“Section 6 of the Senate bill amend- 
ed § 5266 of the Revised Statutes, 
which was derived from the Post 
Roads Act of July 24, 1866, as 
amended, so as to (1) eliminate that 
part of such section which gives the 
Federal Communications Commission 
authority to fix rates for government 
telegrams, and (2) provide that no 
telegraph company should, by rea- 
son of any benefit received under the 
Post Roads Act of July 24, 1866, be 
required to transmit such telegrams 
at rates less than those applicable to 
other telegrams in these same classes. 
Since the amendment made by the 
House did not, however, restore the 
language of such § 5266 giving the 
Communications Commission the au- 
thority to prescribe rates for govern- 
ment telegrams, it is doubtful whether 
the amendment would have had the ef- 
fect of requiring the continuance of re- 
duced rates for government telegrams 
under such § 5266, although this was 
clearly the purpose of the amendment. 
Section 6 of the conference substitute 
accomplishes the purposes of the 
House . ” (Italics supplied.) 
(Conference Report No. 142, House 
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of Representatives, 78th Cong. Ist 
Sess. Feb. 18, 1943, at pp. 14, 15). 

Accordingly, Congress here indi- 
cated a desire to preserve special re- 
duced rates in some form for govern- 
ment telegraph messages and it is 
incumbent upon this Commission to 
give proper regard to such intent, and 
to prescribe and maintain a differen- 
tial in charges in favor of government 
messages as compared with commer- 
cial messages. 

The question of whether the pres- 
ent rate differential in favor of the 
government should be narrowed is 
one which should be given further 
study. On the record that was made 
here, we are unable to reach a conclu- 
sion on this question, except that in 
view of the government’s presentation 
here, a narrowing of the differential 
would only result in a diversion of 
trafic and revenues from Western 
Union which would be harmful to it. 

We therefore conclude on this rec- 
ord that the present rate differential 


in favor of the U. S. Government 
should remain unchanged.” 

It is, however, the view of the Com- 
mission that the Congress should give 
consideration again to the question of 
whether the special reduced U. S, 
Government rates under the Post 
Roads Act should be eliminated, 


We are particularly mindful of the 
fact that the government is accorded 
no specially reduced rates for its tel- 
ephone message services. 


Recapituiation of Western Union's 
Estimates of Annual Revenue 
Increases from Proposed 
Specific Rate Revistons 


There follows a tabulation show- 
ing Western Union’s estimates of the 
amount of additional annual revenue 
it expected to receive from the various 
specific rate revisions which have 
been discussed above, after giving ef- 
fect to the company’s allowance for 
diversion of traffic because of the rate 
increases. 


TABLE II 


Summary of Western Union’s Estmates of 
Annual Revenue Increases from Proposed Specific Rate Revisions 


(after company’s allowance for diversion of traffic because of the rate increases) 


ny CEL ccc cdbncucdavessasudansetecsésbdescutsucede 


Free Forwarding elimination 
Exchange Floor-to-Floor rate elimination 


Total 
. $1,653,658 
235,000 


4,352 


Interstate only 
$1,588,499 
206,800 


4,352 


Longram and serial Longram elimination, and revision of Day 


Letter Schedule 
Night Letter schedule revision 


Money Order Premium charge schedule revision 


C.N.D. service—10% increase 


U. S. Government rate differential elimination 


900,093 


229,223 
1,032,33718 


$7,913,610 





$8,278,544 


Source: Exhibit 78, introduced by Western Union. 





18 The codperating state Commissioners rec- 
ommended the elimination of the U. S. Gov- 
ernment rate differential, if legally possible, 
and if it could not be eliminated, that it be 
narrowed. 

16 Although intrastate U. S. Government 
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telegraph traffic is considered in the estimate 
shown for effect of elimination of the rate 
differential, the estimate is included in total 
as “interstate” because this matter is wholly 
within this Commission’s jurisdiction under 
the Post Roads Act. 
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The Flat Over-all Increase 


Western Union, in its petition, in 
addition to specific rate revisions, pro- 
posed to increase its charges for 
message services (full rate, day letter, 
night letter, serial, and press) “by not 
more than 10 per cent,” in order to 
obtain the more than $19,000,000 of 
additional annual revenue which it is 
seeking. At the hearings, Western 
Union presented the estimates sum- 
marized in Table II above as to the ef- 
fects of the specific rate revisions and 
then, upon the assumption that all of 
these revisions would be permitted, es- 
timated that a flat increase of 8.5 per 
cent in the rates for the above-named 
message services would be sufficient, 
when added to all the specific revi- 
sions, to give it additional annual 
revenues of more than $19,000,000. 
The exact total of additional revenues 
estimated by the company to result 
from all these rate increases was $19,- 
487,955, of which $17,819,045 would 
be from interstate service (including 
for this purpose all U. S. Govern- 
ment message traffic as interstate), 
and the remainder, $1,668,910, would 
be from intrastate service. 

We are, of course, concerned with 
the amount of $17,819,045 sought 
to be derived from domestic services 
subject to our jurisdiction. From 
Table II above, and the company’s es- 
timate as to the effect of applying the 
8.5 per cent increase against U. S. 
Government messages after the elim- 
ination of the rate differential, it ap- 
pears that elimination of this rate 
differential would result, according to 
the company’s estimates, in additional 
annual revenues of about $1,111,000. 
Our conclusion, therefore, that the 
present U. S. Government rate differ- 
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ential should remain unchanged means 
that on the company’s estimates, it 
would fall short, by this amount of 
$1,111,000, of meeting its objective 
of $17,819,045 in additional revenues 
from domestic services subject to our 
jurisdiction. 

Deduction of this amount of $1,- 
111,000, from the $17,819,045, leaves 
$16,708,045. If a 10 per cent flat in- 
crease, the maximum for which West- 
ern Union originally petitioned, were 
now to be applied instead of the 8.5 
per cent increase, there would be addi- 
tional annual revenues to Western 
Union of $1,734,082, according to its 
estimates. This would bring the total 
of estimated additional annual rev- 
enues to $18,441,816. Western Un- 
ion’s vice president in charge of the 
commercial department, upon whose 
estimates regarding traffic diversion 
the company relied, testified that it 
was his belief that no appreciably 
greater diversion would result from a 
10 per cent flat increase than from one 
of 8.5 per cent. 

The $18,441,816 is more than the 
$17,819,045 Western Union sought. 
This is offset, however, by the fact 
that Western Union did not include in 
its presentation of revenue need the 
estimated loss of more than $1,000,- 
000 in annual revenues as the result 
of recent international rate reductions. 
Also, we are of the view, as has been 
previously discussed, that Western 
Union will need substantially more 
revenue than it is now requesting. 

Accordingly, on the basis of the 
foregoing Western Union estimates 
and the considerations indicated, it 
appears that Western Union should 
be permitted to make the rate increases 
it has proposed, except that the pres- 
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ent U. S. Government rate differential 
should remain unchanged, and West- 
ern Union should be allowed to make 
the flat rate increase in the amount of 
10 per cent, the maximum for which 
it originally petitioned, instead of the 
8.5 per cent flat increase proposed at 
the hearings. 


Reasonableness of Western Union's 
Estimates of Additional Revenue 
from the Proposed Rate 
Increases 


In the above discussion, the com- 
pany’s estimates of revenue it would 
derive from the proposed increases 
have been used without any question 
being raised as to the reasonableness 
of the estimates. There are ques- 
tions presented, however, as to wheth- 
er the proposed rate increases would 
result in any additional revenue, and 
if they would, how much. Obviously, 
if no additional revenues would result 
from the proposed rate increases, there 
would appear to be no point in allow- 
ing them in so far as they were 
grounded on revenue need. 

As previously indicated, the com- 
pany estimated that it would receive a 
total increase in annual revenue of 
$19,487,955 because of the rate in- 
creases. The rate increases total an 
estimated $22,097,675, in gross 
amount, but the company’s view is 
that of this amount, $2,609,720 will 
be lost through traffic diversion caused 
by the rate increase. 

Percentagewise, the rate increases 
average out to 15 per cent, and the 
company’s estimate of traffic loss be- 
cause of the rate increases averages 
out to only 1.5 per cent of the rev- 
enues from the traffic involved, as 
those revenues are enlarged by the 
rate increases. The Western Union 
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vice president in charge of the com- 
pany’s commercial department, who 
was responsible for the estimates of 
traffic diversion, arrived at the 1.5 per 
cent by determining generally that the 
various rate increases would result in 
a loss of 10 per cent of the amount of 
the estimated increase in revenue ex- 
pected from the rate increases,” 


There was nothing scientific about 
this determination. The Western 
Union vice president was told that the 
company needed additional revenues, 
and he was given the assignment of 
determining sources of such additional 
revenues. His procedure was to con- 
sider his own commercial experience, 
and to talk with various subordinates, 
mostly in the field. As a result, he 
decided upon the 10 per cent figure, 
which he testified “is entirely a judg- 
ment factor.” 


No specific analyses were presented 


to support this judgment. The com- 
pany had six weeks between the time 
of the filing of the petition and the be- 
ginning of the hearings, and the West- 
ern Union vice president who worked 
on this particular problem had been 
giving it attention at least since the 
award of increased wages at the end of 
1945. Yet no analysis was presented, 
and apparently none had been made, 
of the nature of the present traffic of 
Western Union, to determine for each 
class of service, such basic informa- 
tion as the types of users involved, 
composition of the traffic, and speci- 
fically how competitive factors affected 
each class of traffc, in order that some 
logical determination might be made 
of the effects on the use of each class 





17In the cases of Tourate and Free For- 
warding, the percentage varied from the 10 per 
cent, but the method used was the same. 
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of traffic if the rates were increased as 
proposed. 

The Western Union vice president 
presented no specific analysis of the ef- 
fects of competition from telephone, 
TWX, and air mail service. These 
services have been previously men- 
tioned, in the discussion of Western 
Union’s revenue situation. It may be 
observed, however, relative to the 
question of traffic diversion, that even 
at present rates, telegraph message 
charges exceed charges for telephone 
and TWX service as the communica- 
tion lengthens, and yet the telegraph 
charges are only for a one-way serv- 
ice, as contrasted with the 2-way serv- 
ice provided by telephone and TWX. 

There is a further question presented 
by this vice president’s judgment that 
the proposed rate increases will yield 
more than $19,000,000 in additional 
annual revenue. This question is di- 
rected to the validity of the revenue 
figures with which he started in mak- 
ing his estimates for each class of traf- 
fic. The validity of the estimated in- 
creases in revenue is, of course, direct- 
ly dependent on the validity of the 
basic figures. 

With the exception of U. S. Govern- 
ment, C.N.D., and Exchange floor-to- 
floor traffic, the base figures used were 
the 1945 traffic in each of the classes 
of service, less the 6 per cent over-all 
factor which has previously been dis- 
cussed, although no specific study had 
been made of these other classes with 
a view to determining just what 
would happen to the volume in each 
class in 1946. Since U. S. Govern- 
ment traffic has already fallen off much 
more than 6 per cent from 1945 vol- 
ume, the base figure for government 
traffic was 1945 revenue less about 45 
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per cent. C.N.D. traffic is increasing 
in volume in 1946, so here, the start- 
ing figure was 1945 revenue plus 10 
per cent. The starting figure for ex- 
change traffic was based en an actual 
week’s experience in March, 1946. 

As to the use of 1945 volume less 
6 per cent for the other classes of serv- 
ice, two examples might be mentioned 
which raise questions as to the validity 
of this base. The Western Union 
commercial department vice president 
testified he believed the Tourate busi- 
ness would fall off in 1946 more than 
6 per cent from the 1945 level. Night 
Letter traffic rose more sharply during 
the war years than did full rate traffic, 
apparently because of both the abnor- 
mal increase in general business activ- 
ity and the unsatisfactory wartime 
air mail service. It would not be un- 
reasonable to expect a greater decline 
in Night Letter traffic than 6 per cent 
from 1945 volume. 

As previously indicated, the judg- 
ment reached by the Western Union 
commercial vice president is that a 15 
per cent rate increase would result in a 
loss of only 1.5 per cent of the total in- 
creased revenue, or otherwise stated, 
that a gross annual increase of over 
$22,000,000 would net about $19,- 
500,000 in additional annual revenue. 
This judgment is directly at odds with 
opinions publicly expressed on recent 
occasions by two other Western 
Union vice presidents, when they 
were appearing as authorized repre- 
sentatives of the company. Both these 
men have been with the company 
twenty-five years or more. On Oc- 
tober 19, 1945, Mr. Theodore B. Git- 
tings, who was then assistant vice 
president with headquarters in Wash- 
ington, D. C., and who is now vice 
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president in charge of Public Rela- 
tions, took the position before a sub- 
committee of the Senate Committee 
on Education and Labor, in connec- 
tion with consideration of the pro- 
posed 65 cents an hour minimum 
wage, that because of telephone and 
air mail competition, an increase in 
Western Union’s rates would be 
bound to decrease its revenues. 

Mr. Ralph H. Kimball, vice presi- 
dent in charge of Industrial Relations, 
and a director of the company, was re- 
sponsible for presenting the company’s 
case to the National War Labor Board 
in the proceedings in November and 
December, 1945, that led to the wage 
increase orders in December, 1945. 
One of the main contentions of the 
company in opposition to wage in- 
creases was its inability to pay, so the 
company raised the question of price 
relief. Mr. Kimball told the National 
War Labor Board that because of 
competition, “it is the well considered 
judgment of the people who are in the 
telegraph business that an increase in 
rates would result in a diversion of 
business so that the gross end and the 
net would be substantially less under 
an increase in price than it would be 
from the price we could get now... .” 

Upon consideration of the record, 
we are of the opinion that the esti- 
mates presented by the company as to 
the additional revenue it expects from 
the proposed rate increases are unrea- 
sonable. We are not prepared, how- 
ever, to find that the proposed rate in- 
creases will not result in a substantial 
increase in revenues to Western Un- 
ion, especially in view of general eco- 
nomic conditions prevailing today. 
People may be willing to pay higher 
prices for telegraph service now, al- 
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though we realize fully the element of 
speculation that is involved here, be. 
cause air mail, and interstate tele. 
phone and teletypewriter exchange 
rates are not being increased. 

In view of Western Union’s dire 
need for additional revenue, we are of 
the opinion that it should have the op- 
portunity which it is requesting, name- 
ly, to seek relief from operating losses 
by rate increases. 

Neither the Commission nor West- 
ern Union is satisfied with the com- 
pany’s present rate structure, and a 
drastic revision of that structure is re- 
quired. Informal studies of this mat- 
ter by the Commission and the com- 
pany have been in progress for the 
past year or so, and it has now been 
made the subject of a formal investi- 
gation by the Commission’s order of 
March 20, 1946, instituting the pro- 
ceedings herein. Because of the pend- 
ing rate investigation, we are specify- 
ing that the flat over-all increase (as 
distinguished from the specific elimi- 
nations and other adjustments) 
should be expressly limited in the ap- 
propriate tariffs to a one-year effec- 
tive period. Throughout this period, 
we expect Western Union to keep 
complete and detailed records, on a 
current basis, of the effects of all the 
rate increases it is now being allowed 
to make. 

To summarize briefly, we will per- 
mit Western Union to make the spe- 
cific rate revisions which it has pro- 
posed, except with respect to the 
present U. S. Government rate differ- 
ential, which we have concluded should 
remain unchanged. Because we are 
allowing no change in the government 
rate differential ; because Western Un- 
ion did not include in its revenue esti- 
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mates the more than $1,000,000 esti- 
mated annual cost to it of recent inter- 
national rate reductions; and, finally, 
because we are of the view that West- 
ern Union will need substantially 
more revenue than it is requesting, 
we will permit Western Union to 
make a flat increase in the amount of 
10 per cent, the maximum for which it 
petitioned, in the rates for full rate, 
day letter, night letter, serial, and 
press messages, instead of the 8.5 per 
cent flat increase proposed at the hear- 
ings. 

These conclusions mean that we 
will not suspend the effectiveness of 
new tariffs filed with us by Western 
Union in accordance with the above 
conclusions, and that, further, we will 
entertain an appropriate application by 
Western Union under the provisions 
of § 203 of the Communications Act 
for special permission to make such 
new tariffs effective on less than 
thirty days’ notice. Whether West- 
ern Union makes such an application 
for special permission, or files the new 
tariffs to be effective on thirty days’ 
notice, is left to the company to de- 
cide. 

In view of the foregoing, it is not 
necessary that this opinion be accom- 
panied by an order of this Commis- 
sion with respect to the establishment 
of the new rates. 


Other Rate Adjustments 


One important phase of Western 
Union’s rate structure which was 
dealt with to some extent at the hear- 
ings which have been held in this pro- 
ceeding, but on which further evidence 
appears to be required, is the matter 
of the “exceptional” intercity rates, 
specifically put in issue by the Com- 
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mission’s order of April 4, 1946, here- 
in. 

The “exceptional” intercity rates 
are specific low rates between particu- 
lar cities throughout the country, but 
mostly in the East and South. These 
rates apply from 381 cities, and over 
917 routes. 

No one at the hearings was able to 
supply any information as to the ori- 
gins of these rates, and the company’s 
commercial. vice president testified that 
he knew of no factor in justification 
today for these exceptional rates. The 
company apparently made no presen- 
tation on this matter at the hearings 
because it did not yet have the results 
of a study relating to the revenues de- 
rived from these rates. 

We expect to hold further hearings 
in this proceeding sometime in Sep- 
tember. At that time, the company 
should be ready to make its presenta- 
tion on the matter of the exceptional 
intercity rates. The company should 
understand, however, that we expect 
more in the way of a presentation than 
merely revenue data relative to the ex- 
ceptional rates. The company should 
proceed to make an intensive analysis 
of the kinds of traffic that move at ex- 
ceptional rates, and it should be pre- 
pared to make a reasonable presenta- 
tion with respect to the relationships 
between the exceptional rates and the 
traffic moving at these rates, particu- 
larly in the light of competitive con- 
siderations, as well as with respect to 
any other factors which should be con- 
sidered in a decision concerning these 
rates. 

At the further hearings in Septem- 
ber, we also expect the company to be 
prepared to present for the record the 
experience it will have had by that 
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time under the rates which are here- 
after increased. 

At such further hearings, we will, 
of course, also be prepared to receive 
evidence on’ any other pending ques- 
tions concerning Western Union’s 
rates.” 


The Problem of Western Union's 
Future 


It is clear from the record in this 
proceeding that whatever value a rate 
increase may have as a temporary ex- 
pedient, it does not of itself meet 
Western Union’s basic difficulty. For 
example, it now appears that the com- 
pany’s long-heralded mechanization 


program, on which it pins its hopes 
for a fundamental improvement in its 
position, may encounter serious delays 
before completion; and even upon 
completion, the total estimated sav- 


ings resulting from this program will 
be only $16,000,000 on an annual ba- 
sis, or substantially less than the 
amount of the rate increases now 
sought, which on the company’s esti- 
mates, total over $19,000,000 on an 
annual basis. Moreover, as has been 
suggested, even if the rate relief 
sought herein is granted, the financial 
emergency now facing Western Union 
may soon recur, and in that event, fur- 
ther rate increases presumably will of- 
fer no solution, but may only intensify 
the company’s difficulties, in view of 
its need to meet the rate and service 
competition of other means of rapid 
communication. If there is a real need 
in this country for the service which 


Western Union can provide, some- 
thing more basic must be done, and 
done soon, to meet the problem of de- 
veloping a strong and efficient domes- 
tic telegraph system in the United 
States. 

Since the domestic telegraph mer- 
ger, the Commission has maintained 
continuing surveillance over petition- 
er’s plans for improvements in service 
and rate structure, in an effort to pro- 
vide assurance that the opportunities 
offered as a result of the merger would 
be availed of effectively. In view, 
however, of the financial crisis in 
which Western Union now finds itself, 
it is incumbent upon this Commission 
to take stock of the basic problems in 
the domestic telegraph industry so 
that appropriate anticipatory measures 
can be taken to forestall, or at least to 
meet, the threatened crisis. It there- 
fore appears essential that a compre- 
hensive investigation be undertaken 
into all phases of the company’s op- 
erations, in order to determine what 
steps must now be taken to provide a 
domestic telegraph system which will 
meet the standards prescribed by the 
Congress in § 1 of the Communica- 
tions Act, namely, “a rapid, efficient, 
nation-wide . wire and radio 
communication service with adequate 
facilities at reasonable charges.” 

To this end, the Commission is 
hereby adopting an order providing 
for a comprehensive investigation into 
all phases of Western Union’s prac- 
tices, operations, regulations, facili- 
ties, services, patents, contractual ar- 





18 There has been no dicussion in this opin- 
ion of the matter of rates for the regular “se- 
rial” service (as distinguished from “serial 
Longrams”). As previously stated, the law- 
fulness of the “serial” service classification 
was expressly made an issue in this proceed- 
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ing by the Commission’s order of April 4, 
1946, herein. We have not at this time 
reached any decision concerning this issue, and 
it will be the subject of further consideration 
by the Commission. 
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rangements, and plans for and in 
connection with interstate telegraph 
communication service, and into the 
conduct of its management and the ba- 
sis upon which its policies are formu- 
lated. The Commission has in mind 
the kind of broad investigation which 
it conducted into the telephone indus- 
try pursuant to Joint Resolution of the 
Congress, approved March 15, 1935 
(Public Resolution No. 8, 74th Con- 
gress, 49 Stat. 43). In this investi- 
gation, we shall inquire particularly 
into Western Union’s plans for the 
improvement of its service and wheth- 
er such planning, if realized, is likely 
to produce an efficient communication 
system which will serve the public in- 
terest, and meet effectively the rate 
and service competition of other com- 
munication services; the effect on 
Western Union’s operations and serv- 
ices of its contractual arrangements, 


existing and prospective, with both 
railroad and telephone carriers; the 
company’s financial position and pros- 
pects and the possibilities of strength- 
ening that position; and the manner 
in which its management is conducted 
and the alertness and efficiency of such 


management. By this investigation, 
we propose to determine what West- 
ern Union’s basic difficulties are, in 
order that an informed decision may 
be made as to the steps that must be 
taken to place the company’s system 
on a sound and efficient basis so that 
it may meet its responsibilities to ren- 
der comprehensive, economical, and 
speedy service; or, if it becomes clear 
that Western Union is unable to meet 
such responsibilities, to ascertain what 
alternative action will be necessary to 
provide the public with the kind of 
telegraph communications service to 
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which it is entitled under the Com- 
munications Act. 

We believe that an investigation of 
the foregoing scope is essential to pro- 
vide the information required to deal 
effectively with the problem of the do- 
mestic telegraph industry, and we 
therefore intend to initiate it prompt- 
ly. It is apparent, however, that such 
a project cannot be carried to its con- 
clusion under present limitations upon 
the Commission’s funds and staff. In 
order to deal adequately with the mat- 
ter, it is necessary that the Commis- 
sion secure a specific additional ap- 
propriation to permit the type of com- 
prehensive investigation which is 
called for. The Commission intends 
to request the Congress to take appro- 
priate action to this end. In addition 
to the matter of funds, however, we 
believe the active codperation of the 
Congress is important in the conduct 
of the investigation, and we intend to 
seek such cooperation. 


Conclusion 


In view of Western Union’s urgent 
revenue needs in connection with its 
interstate telegraph communication 
service, we conclude, although doubt- 
ful as to the revenue effects thereof, 
that Western Union may make effec- 
tive the various specific rate revisions 
which it has proposed at the hearings 
herein, with the exception that the 
present United States Government 
rate differential is to remain un- 
changed, and that Western Union 
may apply a flat increase of 10 per 
cent in the rates for full rate, day let- 
ter, night letter, serial, and press mes- 
sages. We further conclude that this 
flat increase of 10 per cent should be 
expressly limited to an effective period 
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of one year in the appropriate tariffs 
to be filed with the Commission. 

We will entertain an application by 
Western Union under § 203 of the 
Communications Act of 1934, as 
amended, for special permission to 
make rate revisions in accordance with 
the above conclusions effective on less 
than thirty days’ notice to the Com- 
mission and to the public. 


As hereinabove found, it does not 
appear necessary that an order ac- 
company this opinion with respect to 
the establishment of the new rates. An 
order is, however, being issued here- 
with, as previously indicated, provid- 
ing for a general investigation into 
The Western Union Telegraph Com- 
pany. 


Jett, Commissioner, concurring: 
The Commission recognizes that 
Western Union is now facing a finan- 
cial crisis. The telegraph rate in- 
creases and other rate revisions pro- 
posed by this company, except the 
elimination of the government rate 
differential, will be permitted forth- 
with. In this connection, Western 
Union’s president testified at the hear- 
ing that consideration was given to 
several alternatives to a rate increase, 
with the conclusion “that the only 
practical course is the one outlined in 
our petition for price relief.” The al- 
ternatives which he mentioned as hav- 
ing been considered were the follow- 
ing: 

(1) Receivership; 

(2) Government 
operation ; 

(3) Combination of telegraph and 
telephone ; 

(4) Government subsidy. 

Under these circumstances warrant- 
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ownership and 


ing special emergency action by the 
Commission it would appear that the 
government should not insist on main- 
taining reduced rates for government 
telegraph messages while it pays the 
full commercial rates for telephone 
messages. Also, if Western Union is 
to be given a fair chance to overcome 
its present difficulties, and provide “a 
rapid, efficient, nation-wide 
wire and radio communication serv- 
ice with adequate facilities at reason- 
able charges,” it should not be handi- 
capped by rate increases which appear 
to be experimental in nature and lim- 
ited to an effective period of one year, 
In regard to the question of govern- 
ment telegraph rates, it is noted that 
Congress in March 1943 rejected a 
proposed amendment to the Post 
Roads Act, which would have had the 
effect of eliminating any obligation of 
a telegraph company to handle govern- 
ment telegraph messages at less than 
commercial rates. At that time Con- 
gress was considering legislation 
which resulted in the merger of Post- 
al and Western Union. The latter 
company was then in a much stronger 
financial position than it is today, and 
there was no occasion to mix rate mat- 
ters with merger legislation. Indeed, 
inasmuch as the Communications Act 
requires that rates be “just and rea- 
sonable” it is believed that Congress 
intended that the fixing of govern- 
ment rates should be dealt with by the 
Commission. In any event, the Com- 
mission did not hesitate to increase 
the level of government rates after 
Congress disposed of this question in 
1943. The increase was made in Com- 
mission Order 116, effective July 1, 
1943, when government rates were 
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raised from 60 to 80 per cent of the 
respective commercial rates. 

I wish to make clear that even 
though government rates may be fixed 
at the same level as commercial rates, 
it would not necessarily follow that 
the so-called government rate differen- 
tial applied under the Post Roads Act 
should be done away with on a per- 
manent basis. It has been the prac- 
tice of the Commission to fix govern- 
ment rates annually and it may be 
found after investigation that govern- 
ment telegraph rates should be differ- 
ent than commercial rates, in spite of 
the fact that the government pays the 
full commercial rate for telephone serv- 
ice. It should be mentioned in this 
connection that Western Union claims 
that it has received no benefits under 
the Post Roads Act; also, that gov- 
ernment telegraph messages are given 
priority treatment over all other com- 
munications. : 

As to the second question, since the 
Commission has ordered a compre- 
hensive investigation into all phases 
of the company’s operations, and has 
indicated that neither the Commis- 
sion nor Western Union is satisfied 
with the company’s present rate struc- 
ture, it would appear that the increases 
allowed should be on a regular basis 
with the understanding that a drastic 
revision of Western Union’s rate 
structure will be made at the earliest 
practicable date. 

Durr, Commissioner, dissenting: I 
agree with the majority that a rate 
increase “does not of itself meet West- 
ern Union’s basic difficulty.” In my 
opinion, however, a rate increase has 
no value whatsoever, even as a tempo- 
rary expedient, in the solution of this 
difficulty. On the contrary, it seems 
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clear to me from the record in this 
proceeding and the past history of 
Western Union that a rate increase, 
in the face of the growing competition 
of long-distance telephone and air 
mail, will merely speed Western Un- 
ion on its course toward insolvency. 
The only kind of rate adjustment 
which will contribute in any way to 
the solution of the company’s prob- 
lems will be an adjustment in the di- 
rection of substantially reduced rates 
and I can see no hope whatsoever, in 
the record before us, for a rate adjust- 
ment in that direction. 

There is no question of Western 
Union’s need for greater net revenues 
if it is to continue, under its present 
methods of operation, as a solvent con- 
cern, but the mere need for additional 
money is not in itself an adequate ba- 
sis for imposing an additional cost up- 
on telegraph users for a deteriorating 
telegraph service. Sound regulatory 
principle does not require a regulatory 
agency to saddle the public with the 
burden of a utility’s inefficiency or ob- 
solete operating methods. (See Mar- 
ket Street R. Co. v. California R. 
Commission [1945] 324 US 548, 89 
L ed 1171, 58 PUR(NS) 18, 65 S Ct 
770.) 

Section 204 of the Communications 
Act of 1934 provides: “At any hear- 
ing involving a charge increased, or 
sought to be increased, . the 
burden of proof to show that the in- 
creased charge, or proposed increased 
charge, is just and reasonable shall be 
upon the carrier. . . .” 

In my opinion, Western Union has 
utterly failed to meet that burden. On 
the contrary, it seems to me that the 
majority of the Commission has taken 
upon itself the burden of proof which 
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the law clearly imposes upon petitioner 
and is granting substantially the in- 
creases requested merely because it 
feels unprepared to disprove petition- 
er’s unproven contentions. 

The majority expresses the opinion 
that “the estimates presented by that 
company as to the additional revenues 
it expects from the proposed rate in- 
crease are unreasonable.” It is “doubt- 
ful of the revenue effects thereof.” It 
points out that the opinion expressed 
by the commercial vice president of 
Western Union that a 15 per cent rate 
increase would result in a loss of only 
1.5 per cent of total increased revenues 
is a mere “judgment” unsupported by 
specific analyses of traffic and directly 
at odds with opinions publicly ex- 
pressed on recent occasions by two 
other Western Union vice presidents, 
each of whom, when he appeared as 


an authorized representative of the 
company before other government 
agencies, stated that any increase in 
telegraph rates would result in such a 
diversion of business as to lead to a 
substantial reduction in total rev- 


enues. 

The majority points out that even 
if Western Union should be successful 
in obtaining all the additional revenue 
it is seeking, it “will need substantially 
more revenue than it is now request- 
ing.” It further points out that the 
maximum savings which would event- 
ually result from Western Union’s 
proposed modernization plan “would 
not permit a reduction in rates to their 
present level”—even if the company 
is completely successful in its negotia- 
tions with the railroad companies, and 
with the American Telephone and 
Telegraph Company for leased cir- 
cuits; and even if its radio beam op- 


erations which are now in the experi- 
mental stage work out; and even if 
telefax, which is now in the company’s 
laboratories for the drawing of fur- 
ther specifications, are taken out and 
put into successful operation ; and even 
if all necessary outside financing can 
be obtained at fair rates; and even if 
business does not decline more than 6 
per cent from its 1945 wartime peak. 

The majority opinion realizes “ful- 
ly the element of speculation that is 
involved here [by increasing rates] 
because air-mail and interstate tele- 
phone and teletypewriter exchange 
rates are not being increased.” 
Nevertheless, because the majority 
“are not prepared . . . to find that 
the proposed rate increase will not re- 
sult in substantial increases in rev- 
enue to Western Union .” and 
because “people may be willing to pay 
higher prices for telegraph services 
now” it concludes to approve rate in- 
creases. 

In a rate proceeding such as this, 
the Commission is not sitting as a 
“court” passing objectively upon the 
conflicting claims of private parties. It 
has a positive statutory responsibility 
to protect and safeguard the interests 
of the public, whose members are 
largely unorganized and preoccupied 
with their private affairs and hence 
unable to protect their own interests 
except through the Commission. It 
should not, therefore, as does a court, 
enter judgment by default against 
them merely because they have not 
appeared. 

The Communications Act imposes 
upon the Commission the duty of de- 
termining that rates are “just and rea- 
sonable” before approving them. Yet 
the record is completely devoid of any 
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testimony as to the justness and rea- 
sonableness of the proposed rates. In 
fact, the justness and reasonableness 
of the rates is not even discussed in 
the majority opinion. Certainly mere 
“speculation” and the possibility that 
members of the public “may be willing 
to pay higher prices for telegraph serv- 
ice” is no adequate basis for imposing 
upon the public, on top of deteriorat- 
ing service, the additional burden of 
increased rates. 

The Commission is fully aware of 
Western Union’s inability or unwill- 
ingness on many occasions when it has 
appeared before the Commission to 
make informative and reliable presen- 
tations which would be of assistance 
to the Commission in the discharge of 
its statutory functions. It appears 
from an analysis of the record con- 
tained in the majority decision itself, 
that this occasion is no exception. In 
the absence of information adequate 
to the intelligent exercise of the Com- 
mission’s regulatory duties, the man- 
agerial decision of petitioner’s officials 


is, on this occasion also, being per- 
mitted to prevail through default. The 
end result of such a course of action 
can only be to reward inadequacy in 
presentation and to make of the Com- 
mission’s hearing procedures little 
more than time-consuming rituals. 

I agree with the majority that tou- 
rate, free forwarding, exchange floor- 
to-floor rates and serial longrams 
should be eliminated, not because I be- 
lieve that their elimination will sub- 
stantially improve the revenue posi- 
tion of the company but because it ap- 
pears from the record that these serv- 
ices are unduly preferential. I am 
also in accord with the position taken 
by the majority with reference to the 
U. S. Government rate. Believing 
also with the majority that the prob- 
lems of the company are far too funda- 
mental to be solved by mere rate ad- 
justments, I am fully in accord with 
the proposal for a thorough and com- 
plete investigation of the company and 
its services. 
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Re Western Union Telegraph Company 


Docket No. 3636 
June 25, 1946 


ETITION by telegraph company for approval of increased 
sie granted after removal of government preference. 


Discrimination, § 155 — Telegraph — Elimination of certain classification. 
1. Elimination by a telegraph company of tourate classification, free for- 
warding practice, and exchange floor-to-floor special rates was approved, 


p. 255 

Discrimination, § 14 — Preferential rates. 
2. There should be no discrimination in the application of charges by utili- 
ties under Commission jurisdiction, p. 255. 

Discrimination, § 57 — Rate schedule — Government preference. 


3. A preferential telegraph rate for the United States Government was 
deemed discriminatory and unwise from a practical standpoint, and there- 
fore removed, p. 255. 


¥ 


By the Commission: In this case 
the Western Union Telegraph Com- 
pany comes before the Commission 
with a petition asking that the Com- 
mission give approval to a series of 
tariffs which accompany the said pe- 
tition and which amend the tariffs of 
the company now in effect on North 
Carolina intrastate traffic which pro- 
pose an increase in the company’s 
rates in North Carolina. 

There is also presented a resumé 
of the data and findings of the Federal 
Communications Commission on June 
4, 1946, 64 PUR(NS) ante, p. 216, 
in the company’s application for an in- 
crease in interstate traffic. Amended 
tariffs like the amended tariffs pre- 
sented to this Commission were given 
approval by the Federal Communica- 
tions. Commission. 


In the case before the Federal Com- 
munications Commission the com- 
pany asked for the approval of the fol- 
lowing: 

1. Elimination of the tourate class- 
ifications. 

2. Elimination of the free for- 
warding practice. 

3. Elimination of exchange floor- 
to-floor interstate special rates (ap- 
plicable between certain cities only). 

4. Substitution of an improved day 
letter rate schedule for the present-day 
letter and longram schedules. 

5. Increase in the night letter rates 
in the 60 cent-$1.20 rate zone. (The 
effect of this change is almost entirely 
interstate. ) 

6. Adoption of an approved sched- 
ule of charges for money orders that 
provides for a higher rate of charges 
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for those involving relatively large 
amounts of principal. 

7. Increase of 10 per cent in 
C.N.D., ticker, and message rates. 

8. Elimination of the differential 
between U. S. Government and com- 
mercial rates amounting to 20 per 
cent. 

In its decision of June 4, 1946, 
supra, the Federal Communications 
Commission allowed the Western 
Union Telegraph Company all of the 
interstate rates and classification ad- 
justments outlined above except the 
elimination of the differential on U. S. 
Government business. 

The necessary tariff amendments, 
covering interstate service, embracing 
changes approved by the Federal 
Communications Commission, have 
been filed with and accepted by the 
Federal Communications Commission 
effective as follows: 

C.N.D. rates, July 1, 1946; 

All other adjustments, June 12, 
1946, 

The adoption of the proposed 
changes, it is estimated, would mean 
an annual increase of $37,601 on 
North Carolina intrastate business. 

Three state Commissioners, ap- 
pointed on the recommendation of the 
NAUR, participated with the Federal 
Communications Commission in the 
deliberations which led to the decision 
on interstate changes. These Com- 
missioners were Donald Hacking of 
Utah, Matt L. McWhorter of Georgia, 
and Carroll L. Meins of Massachu- 
setts. 

[1] The tourate classification, the 
free forwarding practice, and the ex- 
change floor-to-floor special rate 
charges, which it is proposed to elim- 
inate, are what might be termed a 
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fungus growth and this Commission 
very definitely believes that the prun- 
ing hook should be used on them. 

There appears to be nothing objec- 
tionable from the viewpoint of this 
Commission to the substitution of 
changes in the day letter rate, nor to 
the slight increase proposed in night 
letter rate in the 60 cent-$1.20 zone, 
as the proposals are still liberal. 

There is no increase in the money 
order rates for $35 or less but a reduc- 
tion on amounts $25 to $30. The in- 
crease proposed on the higher brackets, 
the Commission thinks, are compatible 
for this service. 

In view of the financial showing 
made by the company, the Commission 
is of the opinion that the proposed in- 
crease of 10 per cent on C.N.D., tick- 
er, and message rates should be grant- 
ed. 

[2, 3] In the proposed elimination 
of the differential between the U. S. 
Government and commercial rates 
amounting to 20 per cent, the Federal 
Communications Commission decided 
that the differential should continue. 

This Commission is of the opinion 
that the differential in favor of the 
U. S. Government should be entirely 
removed. 

The laws of North Carolina clearly 
read that there should be no discrim- 
ination in the application of charges 
by utilities under the jurisdiction of 
this Commission. 

It is true that this Commission is 
vested with broad powers in the es- 
tablishment of rates of various classes 
of service, and while it might be main- 
tained that the U. S. Government dif- 
ferential at issue does not constitute 
undue discrimination, the Commis- 
sion definitely rejects the proposal on 
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the grounds that there is no compel- 
ling reason for it. Furthermore, the 
Commission feels that for it to grant 
the U. S. Government differential 
would compel it to grant the same con- 
cession to the state of North Carolina, 
and the Commission does not wish to 
grant this concession as, in its opin- 
ion, such a step would be unwise. 
Another pertinent thing which seri- 
ously projects itself into the question 
is the fact that telephone, electric, and 
gas utilities under the jurisdiction of 
this Commission are not giving the 


U. S. Government a differential in the 
rate paid by other customers, and for 
the Commission to continue the U. S. 
Government differential on telegraph 
rates would open the door for U. S, 
Government differential on telephone, 
electric, and gas service, a concession 
that this Commission is not willing to 
grant. 

It is a well-recognized fact that 
when any customer of a utility is given 
a concession in charges, the other cus- 
tomers have to pay for it. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities ; similar information relating to 

government owned utilities; news concerning products, 

supplies and services offered by manufacturers; also 
notices of changes in personnel. 


Northern Natutal Gas Plans 
$12,677,000 Program 


JORTHERN Naturat Gas Company of 
N Omaha, Nebraska, recently announced 
plans for a $12,677,600 construction program 
to make extensive additions to its natural gas 
pipe-line system. The company’s program now 
is awaiting approval by the Federal Power 
Commission. 

Northern Natural proposes to increase the 
capacity of its line north of Clifton, Kansas, 
from 325,000,000 cubic feet per day to 407,000,- 
000 cubic feet to meet anticipated demands for 
natural gas during the winter of 1947-48, This 
is a major segment of the company’s system, 
which extends from Texas, through Kansas, 
Nebraska, Iowa, Minnesota, and South Dakota. 

Facilities to be constructed under the new 
program include an 1,800 horsepower compres- 
sor station at Sunray, Texas, and a 3,200 horse- 
power compressor station to be located at Dun- 
nell, Minnesota, Also planned are additions to 
12 existing compressor stations; 150 miles of 
looping line additions in Nebraska, Iowa, and 
Minnesota; about 35 miles of 16-inch pipe line 
in Texas; an extension of a lateral line in 
lowa; a dehydration plant at Sunray, and ap- 
purtenant equipment. 


Cleveland Transit to Spend 
$2,000,000 on Equipment 
C EVELAND TRANSIT SYSTEM has announced 
plans to purchase 250 additional trackless 
trolley coaches and gas busses at a cost of 
nearly $2,000,000. 
This addition to the CTS fleet is in line 


- plans to have 1,500 vehicles in operation 
vy 950. 


Dodge Announces Three New 
Heavy-duty Trucks 


T= new heavy-duty trucks, each avail- 
able in 10 different models, were an- 
nounced recently by L. F. Van Nortwick, di- 
rector of truck sales of the Dodge Division 
t Chrysler Corporation. 

The 30 new Dodge truck models are avail- 
able in 60 gross vehicle weight classifications 
ranging up to 23,000 pounds, and in tractor- 
trailer ratings up to 37,000 pounds. The entire 
Dodge line, exclusive of school busses, now in- 
cludes 175 gross vehicle weight models. 

The new heavy-duty line includes a 24-ton 
truck of 18,000 pounds gross vehicle weight in 
five wheelbases ranging from 136 to 235 
inches; a 3-ton truck of 20,000 pounds gross 
vehicle weight in five wheelbases ranging from 
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136 to 196 inches, and a 3-ton heavy-duty truck 
of 23,000 pounds gross vehicle weight in five 
wheelbases ranging from 136 to 196 inches. 

Engineered for extremely rugged service, 
the three new trucks give outstanding perform- 
ance by use of many new features. 


$366,399 Contract Awarded by 
Bureau of Reclamation 


A of a $366,399 contract for the con- 
struction of a Federal power plant on the 
Shoshone river near Cody, Wyoming, has been 
announced by the Bureau of Reclamation. 

The contract, awarded prior to the limitation 
now in effect on Federal construction projects, 
was let to Samuels and Franklin of Los 
Angeles and the Gibbons and Reed Company 
of Salt Lake City on a joint low bid. The 
plant, part of the Heart Mountain Division of 
the Shoshone Reclamation project, will be lo- 
cated three miles below Buffalo Bill dam. The 
building itself will be of reinforced concrete 
and will accommodate a generator of 5,000- 
kilowatt capacity. 


U. S. May Expand Generating 
Capacity 30 Per Cent by 1950 


Axes electric power industry, expanding 
at an unprecedented rate, will probably 
have a 30 per cent greater generating capacity 
for industrial and home use by 1950. 

Gwilym A. Price, president of the Westing- 
house Electric Corporation, estimated that 
Westinghouse sales of central station equip- 
ment will represent 27 per cent of its total 
business in 1946. In 1944 equipment of this 
nature represented less than 2 per cent of the 
company’s record one billion dollar production. 

Indicative of the large scale and forward- 
looking programs of the utilities, Mr. Price 
pointed out, is the fact that more than 55 large 
utilities have placed orders with Westinghouse 
in excess of half a million dollars each. Some 
of these orders have been placed for delivery 
in 1949. 

“Since this condition is general throughout 
the heavy electrical equipment industry,” Mr. 
Price said, “it appears that the central station 
equipment manufacturers of the nation will be 
at peak production at least until well into 
1949.” Westinghouse has scheduled produc- 
tion increases that will more than double its 
output of heavy equipment for central stations 
within the next year. 

Installed generating capacity in this country 
today is 51,200,000 kilowatts compared to 44,- 
000,000 kilowatts in 1941. The estimated total 
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for 1950 is between 65,700,000 and 67,500,000 
kilowatts. On a per capita basis, today’s pro- 
duction of electricity in the United States is 
eight times that of the rest of the world. Mr. 
Price estimated that rural and residential de- 
mand for electric power may as much as 
48 per cent above the 1945 level. Of 5,950,000 
farms in the United States, 2,950,000 do not 
yet have electricity. 

Mr. Price said that the largest central sta- 
tion equipment order now on Westinghouse 
books is for two turbine-generator units for 
an eastern plant, each of which will produce 
150,000 kilowatts of power. 


Tennessee Gas & Transmission 
Makes Start on Expansion 


ENNESSEE Gas & TRANSMISSION COMPANY 

has announced the awarding of the first 
contract to be let under its $29,500,000 expan- 
sion program. The contract, for construction 
of 20 to 30 miles of 26-inch loop of the com- 
pany’s natural gas line, was awarded to Morri- 
son Brothers Construction Company of Odessa, 
Texas. 

Morrison Brothers will begin work on this 
segment, a portion of some 410 miles of 26-inch 
loop planned by the gas transmission firm, dur- 
ing September. 


New Specification Book on 
Floor Treatments 


A NEW specification book covering floor 
treatments—concrete and wood—has just 
been issued by the Truscon Laboratories. Sub- 
titled Book “B,” it is sub-divided into five sec- 
tions as follows: 

(1) “Integral” hardeners — metallic types, 
including non-slip hardener. 

(2) Chemical hardeners—that is liquids 
which are brushed or swept over concrete floor. 

(3) Concrete dye, which is a patented article 
with Truscon. 

(4) Surface coatings: rubber base floor 
coating—transparent sealer—and non-slip mas- 
tic or covering. 

(5) Wood floor preservatives, 
varnish. 

Copies of Book “B” floor treatments may be 
had either by addressing Truscon laboratories, 
Detroit 11, Michigan, or any one of their divi- 
sional offices located at Boston, New York, At- 
lanta, Toledo, Chicago, Milwaukee, Houston, 
Minneapolis, Los Angeles, Toronto, Ontario. 


including 


Premier Sales-aid Broadside 


AS illustrated two-color broadside recently 
issued by the Premier Vacuum Cleaner 
Division of the General. Electric Company un- 


der the title, “We're Stepping Out,” gives an 
outline of the Premier advertising program 
and describes in brief detail some of the major 
sales aids available to Premier dealers this 
year. Featured items include a deluxe selling 
display, an assortment of neon and neon- 
fluorescent signs, sound-slide sales demonstra- 


tion films, sales training booklets, maili 
pieces and other literature, and a variety 
window and store displays. Copies of the 
broadside may be obtained directly from the 
Premier Vacuum Cleaner Division, General 
Electric Company, 1734 Ivanhoe road, Cleve. 
land 10, Ohio. 


New Jersey Power & Light to 
Increase Capacity of Plant 


EW Jersey Power & LicHt Company has 
N announced the placing of orders for the 
installation of a 40,000 kilowatt turbo- 
generator unit at its steam generating plant, 
Gilbert Station, located at Holland, New 
Jersey, on the Delaware river. The addition of 
this unit will bring the total capacity of Gil- 
bert Station up to 95,000 kilowatts. 

The increased capacity is needed to supply 
the ever-growing increase in use of electric 
service by residential, commercial, and indus- 
trial customers of the company. The new unit 
is scheduled to be in operation by the fall of 
1949 on the basis of delivery of the turbine and 
generator by November, 1948 

Delayed deliveries of materials in the early 
months of the year have slowed up the $3,- 
000,000 construction program announced by 
the company in February. Construction to- 
talling $550,000 was completed in the first six 
months of the year, but if improvements in 
delivery dates are experienced it is expected 
that the year’s total will reach approximately 
$1,400,000. 


G-E Announces Two New 
Current Transformers 


wo new current transformers for meter, 

relay, and control device applications have 
been announced by the meter and instrument 
division of the General Electric Company. 

The JKL-3 is rated 5,000 volts, 1,200 to 
4,000 amperes, and is designed .to. withstand 
full-wave impulse tests at 60 kv in accordance 
with ASA standards. 

The JKL-4 is rated 8,700 volts, 1,200 to 4,000 
amperes, and is a - withstand full- 
wave impulse tests at 75 k 

Both the JKL-3 for 2-460- and 4,800-volt 
lines, and the JKL-4 for 7,200-volt lines, have 
been designed for accurate metering over ‘the 
normal current range up to 100 per cent of 
rating, and also for relay operation up to 20 
times rated current. 

Bulletins GEA-4591 (for the JKL-3) and 
GEA-4592 (for the JKL-4) are available upon 
request from the General Electric Gompany. 


U.S. Rubber Appointment 


A. Wi1cox has been appointed manager of 

e jobbing sales in the wire and cable. de-, 
partment of United States Rubber Company, it 
is announced by H. A. Weber, sales managet 
of the department. 
Mr. Wilcox has been associated with the 
company since 1937. He was formerly manager 
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Diesel Tractors 





a D ae , 
 . AM THE TORRENTS! They'll provide power— 
“auth <->. Power for Everybody. 
fe To do this will take hard digging. That’s where 
the earth-moving power of International Diesel 
Crawlers saves heavy work and cuts construction 
| costs. They convert low-cost fuel into geared-to- 
: the-ground power with unbeatable operating 
economy; digging, lifting, carrying and hauling 
tirelessly. 
Performance like that is what every construc- 
tion boss wants—and Internationals will continue 
to provide it. 






Industrial Power Division 
INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago 1, Illinois 


Tune in— For excavating power plant 
"Harvest of Stars” and station foundations, for 


every Sunday clearing power-line lanes, 
NBC. See news- for laying pipe lines, for 
papers for A\Y stringing primaries and 
time and handling materials, In- 
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of industrial relations and industrial engineer- 
ing in the company’s wire manufacturing plant 
at Bristol, Rhode Island. 

As manager of jobbing sales he will coérdi- 
nate the sale of electrical wire, cables, cord 
sets, and piugs to wholesalers. 


New 4P Geared Pipe Threader 


A QUICcK-setting workholder and new bal- 
anced loop handles are two innovations 
on the new 4P geared pipe threader announced 
by the Ridge Tool Company, Elyria, Ohio. 
The quick-setting workhoider affords an ad- 
vantage in enabling a worker to set the thread- 
er exactly to size before being placed on the 
pipe; once on the pipe only one screw needs 
to be tightened to hold it securely. All bother- 
some bushings have been eliminated. The bal- 
anced loop handles on the enclosed gear case 
prevent slipping or tipping over, making it 
easy to pick up and put straight on the pipe, 
and easy to carry with one hand. 


The manufacturer also claims economy of 
operation by virtue of a twin-anchored drive 
shaft that turns in oilless bronze bearings, No 
oil is needed. The gear is fully enclosed, packed 
in grease, protected from dirt and wear. 


Precision made of rugged steel-and-malle- 
able, the new 4P is provided with four sets of 
five high-speed stee] dies to cut clean, accurate 
threads, standard or tapered, drip threads and 
short nipples. A ratchet handle is provided with 
each 4P and a special Ridgid design uni- 
versal drive shaft is available for power drive. 
Production is said to be still limited, distribu- 
tion through supply houses only. 


Reliance Electric Expanding 
Field Sales Force 


I N a move to provide wider coverage of all 
major industries, The Reliance Electric & 


Engineering Company, 1088 Ivanhoe road, 

Cleveland, is establishing additional sales of- 

fices and expanding its present field sales force, 

r- is announced by E. E. Helm, sales vice presi- 
ent. 


George E. Law, who, since his return to the 
Reliance organization from the Armed Serv- 


ices, has represented the company in Minneapo- 

lis, will head a new branch office in Appleton, 

Wisconsin. M. J. Sandling, who has served ” 
Reliance in western Michigan for the past sey- 
eral years, will head a new office in Grand 

Rapids. He will be assisted by W. F. Cliff, elec’ 
trical application engineer. William K. 
Schlotterbeck, another Reliance veteran to resy 
ceive his discharge recently, rejoins the Phila- 
delphia office as sales engineer. E. H. Koontz, 

sales engineer, who during the war handled 

sub-contracts in a naval ordnance program for 

Reliance i in Minneapolis, is now with the com-- 
pany’s New York office. 

Other sales engineers recently assigned to 
field sales offices are: L. Custis to New 
York; D. M. Larson to Minneapolis; A. © 
Perrin to Chicago; and Albert Mann to Detroit, 


Arkansas Power & Light Has 
New Expansion Plan 


RKANSAS Power AND LicHt Company ig 
A caactinlaalon a $5,000,000 to $6,000,000 
expansion program in addition to a previous. 
ly authorized $5,000,000 improvement plan, ats 
cording to H. F. Minnis, vice president. 

Mr. Minnis said the proposed expansion 
program would extend over a five-year period. 


AGA Issues Hot Water Booklet 


s an initial step in promoting the sale of 
A’ automatic gas water heaters by focusing 
national attention on home laundering and 
the importance of high water temperatures to 
comfortable living, the American Gas Associa- 
tion has just published a three-color booklet 
entitled “Hot Water Magic.” 

Simply written and attractively illustrated, 
this brochure will bring to housewives and stu- 
dents, a wealth of valuable information con- 
cerning new methods required for laundering 
new fabrics and finishes. It contains sugges- 
tions ranging from removal of stains to the 
laundering of krene, selon, fiberglas, and other 
plastic and synthetic fabrics. 

The booklet was produced in two editions; 
one for the use of home economists in colleges 
and schools and the other for distribution to 
customers of the local gas companies. The 
consumer booklet is the same as the school 
manual except that it carries a heavier sales 
emphasis on gas water heaters and gas clothes 
driers, Both booklets were produced by the 
promotional bureau for the water heating 
committee of the association’s residential gas 
section. The work was under the direction of 
John H. White, Jr., director of promotion for 
the American Gas Association. 


Cochrane Reprints Article 


TWo-PaRT article titled “Continuous Blow- 
off for Boiler Plants” has been reprinted 

by Cochrane Corporation. 
The articles include a thorough discussion 
of concentration of solids in boiler water, the 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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calculation of dollar-savings estimates, and the 
added value of flash steam recovery over simple 
heat exchangers. 

Copies may be obtained from Cochrane Cor- 
poration, 17th street and Allegheny avenue, 
Philadelphia 32, Pennsylvania. Ask for re- 
print 45. 


New Fire Hose Is Water and 
Mildew Resistant 


MERICAN-LAFRANCE-FOAMITE CoRPORATION, 
Elmira, New York, announces a new “all- 
weather” line of water repellent, mildew re- 
sistant fire hose. It is made exclusively for 
American-LaFrance by the Goodyear Tire and 
Rubber Company. 

Double-jacket tailored, the hose is built to 
withstand abusive, abrasive action of gravel, 
cinders, or rough surfaces over which it may 
be dragged, and to withstand extreme tempera- 
tures. 

It is flexible for easy handling at time of fire, 
and for racking snugly and comp!etely into 
a hose body. It is flat cured. 

Both hose jackets of this white “all-weather” 
line are water repellent. The famed Alaseptic 
treatment (mildew inhibiting) is applied at 
the same time the hose receives the “all- 
weather” treatment. 

Complete and fully illustrated literature is 
available upon request. 


Chart Shows Changes in Branch 
Circuit Wiring Requirements 


A NEw chart showing changes in branch cir- 
cuit wiring requirements in the 1946 Na- 
tional Electrical Code is being distributed by 
the wire and cable department of United States 
Rubber Company. 

The chart indicates clearly the difference be- 
tween the 1940 and 1946 codes. It is printed in 
two colors and furnished with a wall hanger. 
Copies mav be obtained from the company’s 
general offices, 1230 Avenue of the Americas, 
New York 20, New York. 


Plans $400,300 Program 


ICHIGAN GAs AND ELEctric CoMPANY 

contemplates spending $400,300 during 
1946 for expansion Among the new projects 
proposed is substation and distribution equip- 
ment for both the southern and northern di- 
visions, 


Stonhard Issues New Folder 


NEW, illustrated folder entitled “Hidden 
Hazards on Your Roof” has been pub- 
lished by the Stonhard Company. Of interest 
to plant owners and operators, this handy 
maintenance guide discusses the repair and 
water-proofing of worn, leaky roofs and points 
out the economical way to restore life to 
cracked or dried out roof surfaces. 
A free copy of this valuable folder may be 
obtained by addressing the Stonhard Company, 
403 N. Broad street, Philadelphia 8, Pa. 


_G-E Constructing Fifteen New 
Mobile Unit Substations 


IFTEEN mobile unit substations—every one — 
F for a domestic utility—are now under con- ~ 
struction by the General Electric Company, ac. ~ 
cording to an announcement by M. B. Elliott, 7 
manager of the unit equipment division. This 
is the largest number of units to be under con- | 
struction at one time in the company’s plants ~ 
since the war. 

Since the first complete factory-assembled 
unit was built, this type of equipment has 
found rapid and widespread acceptance among 
the utilities. More than 60 such substations 


- are in service today, according to G-E. 


Atlantic City Electric Plans 
$5,922,616 Expansion 


A’ LANTICc City ELectric CoMPANy is under- 
taking a $5,922,616 construction program, 
$5,123,385 of which is expected to be spent 
during 1946, Included in the program is a 34,- 
000 kw steam-electric generating unit which, it 
is estimated, will cost $4,174,000. 


$3,460,000 Program Underway 


OUNTAIN STATES TELEPHONE & TELE- 

GRAPH ComPaANy, Sait Lake City, Utah, 
has i in progress a construction program which 
it is estimated will aggregate $3,469,000. In- 
cluded in the program is both building and 
equipment additions. 


Construction Loans Announced 


Ceerete loans—chiefly for distribu- 
tion lines, system improvements or new 
or additional generating capacity — recently 
were made to the following enterprises by the 
Rural Electrification Administration : 

Haynesville Electric Refrigeration Codpera- 
tive, Haynesville, La., a new cooperative, 

Denny’s River Electric Codperative, Inc., 
Meddybemps, Me., $30,000. 

Malheur Codéperative Electric Association, 
Vale, Ore., $25,000. 

Central Rural Electric Coéperative Associa- 
tion, Inc., Clearfield, Pa., $10,000. 

BARC Electric Cooperative, Millboro, Va. 
$10,000. 

Pointe Coupee Electric Membership Cor- 
poration, Rew Roads, La., $49,000. 

McLeod Codperative Power Association, 
Glencoe, Minn., $285,000. 

White River Valley "Electric Cooperative, 
Inc., Hollister, Mo., $266,000. 

Pioneer Rural Electric Codperative, Inc., 
Piqua, Ohio., $155,000. 

Washington Electric 
Marietta, Ohio, $440,000. 

Erath County Electric Colpentee Associa- 
tion, Stephenville, Texas, $373,000. 

Lemar County © odperative ‘Association, 
Paris, Texas, $249,000. 

Greenbelt Electric Codperative, Inc., Well- 
ington, Texas, $285,000. 


Codperative, Inc., 
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THE 
THE 


There’s sound reason for the accept- 
ance by leading utilities of Grinnell 
Mulsifyre Systems to protect oil filled 
equipment and other transformer sta- 
tion installations. 


Executives and engineers recognize 
the proved principle whéreby blazing 
oil is emulsified with a driving spray of 
water. The emulsion formed by the 
water spray is fire-extinguishing — the 
fire goes out in a few seconds — and 
reignition is prevented. There is abso- 
lutely no conductivity along the dis- 
charge of Mulsifyre projectors when 
spray strikes high voltage conductors. 


Mulsifyre Systems are permanentl 
installed — constantly on guard with 
automatic operation, or may be oper- 
ated manually. Recommended by 
Underwriters’ Petco for use in 
extinguishing fires in flammable oils 
immiscible with water, wherever such 
oil is a fire hazard. 


MULSIFYRE 


OIL FILLED EQUIPMENT OF 
WORLD’S LEADING UTILITIES 


gia 


See that your equipment has this 24-hour 
rotection — don’t wait for fire to strike! 
Experienced Grinnell engineers will help 
you plan protection for your specific needs. 


GRINNELL ci COMPANY 


Executive Offices, Providence 1, R. L 
Branch offices in principal cities 


al, 
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@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














Tae American Arppraisat Company 
ORIGINAL COST STUDIES e VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other priacipal cities ss 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


£¢ ford, Bacon & Davis 


Bad VALUATIONS E ; CONSTRUCTION 
REPORTS Ngimeers RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO e@ LOS ANGELES 























GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


ENGINEERS : 
Sesam, Electric, Ges, Hydro, POWER ENGINEERING SINCE 1906 a. -iasi g and Expediting, 
Rates, Research, Reports, 


Designs and Construction, Serving Utilities and 1 ; ‘al 
. Personnel Relations, 
Soeeasae cai'Survere, Reading © Philadelphia original Cost Accouatins, 


Inspections and Surveys, ; 
Feed Water Treatment. Washington * New York Accident Prevention, 
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FREDERIC R. HARRIS, INC. 
Engineers Constructors Management 
Reports Appraisals Valuations 

NEW YORK 
Knoxville San Francisco Houston 








covarucion Hl. A. KULJIAN & COMPANY  retstin 


Engineers 
Public Utilities and Industrials. 


Los Angeles 13 PHILADELPHIA 2 New York 6 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 


Rate and Sales Research for Increased Operating Income 


NOROTON CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 














CHAS. T. MAIN, INC. 
ARCHITECTS — ENGINEERS 
Power Surveys—Investigations-—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston, Mass. “=. Washington, D. C. 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 














PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 
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SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganizaton. 
Chicago New York San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Iindustrials 
Studies—R eports—Design—Supervision 
Chicago 3, ill. 








The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. } 








ALBRIGHT & FRIEL, INC. W. C. GILMAN & COMPANY 
"mea Barna ENGINEERS 


Water, Sewage and industrial Waste Problems and 


Airfields, Refuse Incinerators, Industrial Buildings FINANCIAL CONSULTANTS 
City Planning, Reports, Valuations, Laboratory 


1520 LOCUST STREET PHILADELPHIA 2 35 Liberty Street New York 








SARKER & WHEELER, ENGINEERS JacKSON & MORELANL 


DESIGNS AND CONSTRUCTION — OPERATING ENGINEERS 
‘ETTERMENTS — COMPLETE OFFICE SYSTEMS — PUBLIC UTILITIES—INDUST RIALS 
~ = RAILROAD ELECTRIFICATION 
AAS AEvRREOAS mares YESIGN AND SUPERVISION VALUATION 
1) PARK PLACE, NEW YORK CITY ECONOMIC AND OPERATING REPORTS 


36 STATE STREET, ALBANY, N. Y. BOSTON NEW YORK 








BLACK & VEATCH JENSEN, BOWEN & FARRELL 


CONSULTING ENGINEERS Engineers 


Appraisals, investigations and re- Ann Arbor, Michigan 
ports. design and supervision of con- . 


stenetion of Publie Utility Properties Aversion ~ Selesiaatans.< Seger 


im connection with 
4706 BROADWAY KANSAS CITY, MO. rate inquiries, depreciation, fixed capitel 
reclassification, original cost, security issues. 








EARL L. CARTER LUCAS & LUICK 


Consulting Engineer ENGINEERS 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY DESIGN. CONSTRUCTION | SUPERVISION 
A MANA NT, A fe 

ee Ts ae INVESTIGATIONS, REPORTS, RATES 














910 Electric Building Indianapolis, Ind 231 S. LaSaiie Srt., Cricaco 
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ROBERT T. REGESTER 


Consulting Engineer 


Hyprautic Strucrures — Uri.ities 
FLoop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 


SLOAR, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial -- Plant 








A. S. SCHULMAN ELEctric Co. 
Contractors 


TRANSMISSION Lines—UNbDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 


MANFRED K. TOEPPEN 
ENGINEER 


CONSULTATION — I NVESTIGATION — Reports 
MARKET AND MANAGEMENT Surveys 
VaLuaTion, DepreciaTION AND Rate 


CoMMERCIAL INSTALLATIONS Matrers 
937 SoutH Dearsorn St. Cricaco 261 Broadway New York 7, N. Y. 














Representation in this Professional Directory may be obtained at very reason- 
able rates. Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington 4, D. C. 


P. U. R. DIGEST 


CUMULATIVE 
A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 














A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
United States Circuit Courts 
of Appeals 
United States District Courts 

State Courts 
Federal Regulatory 
Commissions 
State Regulatory Commissions 
Insular and Territorial Regu- 
latory Commissions 


SIMPLE 
ALPHABETICAL 
CLASSIFICATION 
OF SUBJECTS 


A SHORT CUT 
COVERING , 
FIFTY YEARS 


AN EXHAUSTIVE 
SURVEY OF 
THE LAW 


A GREAT REVIEW 


A GREAT SERVICE 











WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington 4, D. C. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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“BRING YOUR BILL ANALYSIS 
UP TO DATE 
You can save 50% in time and money wit 


THE ONE-STEP METHOD 





i 
we 












Ei. 


oer 


OF BILL ANALYSIS 


A“ but current bill frequency data has been rendered obsolete by t 
marked increase in kilowatt-hour sales. How much of this load 
you retain? 


Now is the time to bring your bill analyses up to date. In addition 
knowledge of the existing situation, certain trends may be, disclosed wi 
will be of considerable value to you in planning your rate and promot 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the nee 
of this problem. It does away with the necessity for temporarily acquifl 
training and supervising a large clerical force. Our experienced staff plus 
specially designed Bill Frequency Analyzer machines can turn out the jop 
a few days and at the cost of only a small fraction of a cent per item. 


We will be: glad to tell yow more in detail about this accurate, rapid a 
economical method for obtaining a picture of your customer usage situa 
Write for a copy of the booklet “T'he One-Step Method of Bill Analy 


Recording & Statistical Corporation 











Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago - Detroit Montreal:.-->=~ 
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